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own operators ... Compare the Work! 
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@ FIRSTS THAT MAKE ROYAL FIRST!... SPEED — Greater 
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Ledttortal Comment 


HREE instances are recorded elsewhere in this 

issue, of controllers having been elevated to the 
presidencies of their companies. Other similar pro- 
motions have been made in recent months. These 
occurrences are noted with satisfaction as recogni- 
tion of the attainments of controllers generally, and 
of the value of their services to the corporations 
which they serve. 

“These men have been promoted to higher execu- 
tive offices,” said one controller in commenting on 
the announcements. We are not in entire agreement 
with that comment. The controllers in question 
have been promoted to executive offices and tre- 
sponsibilities. It is a question whether they could 
have been rated as executives in their former posi- 
tions. If they were performing the usual duties 
and carrying the usual responsibilities of control- 
lers, they were not executives, outside of their own 
departments. They may have been specifically en- 
trusted with executive functions, over and above 
the usual duties and responsibilities of a controller. 

Controllers usually avoid assuming managerial 
and executive functions. They are at their best as 
interpreters and coordinators. In those roles they 
perform services which are most valuable to man- 
agement. 

Advancement of a controller to the office of presi- 
dent, however, is a most logical development, one 


which it is sincerely hoped may become more com- 
mon. No one in a business is in a position to have 
a clearer view of the business as a whole, and of 
its trends and needs, than the controller. All the 
figures, all the facts, concerning a business, come to 
his desk, from all sources. It is the controller's func- 
tion to see to it that accurate and adequate informa- 
tion is assembled. He must devise the routine for 
the assembling of that information at frequent and 
regular intervals. Once the facts are in hand, the 
controller must digest them, interpret them, and 
put them into the form which will make them most 
useful to management. 

All of this is on the fringe of management, but it 
is not management. The wise controller does not 
attempt to invade the executive field, to assume any 
of the prerogatives of management. The gap, how- 
ever, is a small one, which accounts for the fact that 
controllers frequently are moved up to the highest 
official position. 

Controllership is a function which calls for ma- 
turity, seasoned judgment, personality, tact, vision, 
thorough training, progressiveness. The average 
age of members of The Controllers Institute of 
America is nearly fifty. It is not surprising that 
this work is developing more and more executive 
material, and that management is coming to recog- 
nize it, and utilize it. 
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What Tax on Undistributed Earnings 
Would Mean to Corporations 


Analysis of Proposed Tax Measure Discloses Problems Which Would Be Cre- 
ated—Plan Discussed Many Years Ago By Treasury’s Adviser,and Abandoned 
—History of Pending Legislation—Address by HENRY B. FERNALD, C. P. A. 


CONCISE and informative de- 
A scription of the Federal tax situ- 
ation as it was found on May 21 1s 
presented in the paper that follows, 
which was delivered before the New 
York City Control of THE CONTROL- 
LERS INSTITUTE OF AMERICA 07 that 
date, by Mr. Henry B. Fernald, C. P. A. 

Regardless of the changes in the 
form of the proposed Federal revenue 
act which may take place before this 
material appears in print, Mr. Fer- 
nald’s paper contains so much detailed 
information on various phases of the 
subject that it is believed it will be 
valuable to controllers and financial 
officers generally. 

—THE EDITor. 


When this meeting was planned it 
was expected that by this date the 
new Revenue Act of 1936, if not 
finally passed, would at least be suf- 
ficiently formulated so that we could 
here discuss its nature and content. 

Instead, as I am preparing the paper 
this morning, the word is that the 
Senate Committee on Finance is vir- 
tually discarding the bill passed by the 
House and has before it ten different 
plans from which it will make its selec- 
tion and proceed to write a new bill 
to be presented to the Senate. No one 
can now say what will be the outcome. 
Whatever the result, the legislative 
history of this bill will make a record 
of which I think no one can be very 
proud. 

I just have before me word that the 
Senate Committee on Finance has 
reached an agreement on a general plan 
as follows: 


(a) Increase the present corporation in- 


come tax to 18%. 


(b) Impose a flat rate of 7% on undis- 


tributed corporate income.* 


*It is stated that there will also be an ex- 


emption of $1,000 to corporations earning $20,- 


000 or less in one year. 


(c) Make dividends subject to the nor- 

mal income tax rate of 4%. 

The capital stock tax would be con- 

tinued at the rate of $1.40 per thou- 

sand as imposed for this year by the 

Revenue Act of 1935. 

(e) The tax on personal holding com- 
panies would be continued probably 
with some amendment of its pro- 
visions, 

(f) The provisions of Section 102 for a 
penalty tax on income accumulated 
beyond the reasonable needs of the 
corporation are to be revised and the 
tax rate made 35% instead of the 
present 25%. 


(d 


~~ 


This apparently will be the basis 
for the bill which the Finance Com- 
mittee will report to the Senate. It 
does embrace the principle of a tax 
on undistributed corporate earnings. 
Manifestly a 7 per cent. tax rate will 
not be nearly so serious as the higher 
rates of the House bill. Yet I think 
that even a 7 per cent. penalty tax on 
undistributed income will have some 
detrimental effect on business. 


HIsTORY OF MEASURE 


On March 3, 1936, the President 
presented a Message to Congress ask- 
ing additional revenues to make good 
the Supreme Court’s voiding of the 
processing taxes and to meet the Sol- 
diers’ Bonus payments. He asked a 
permanent additional annual income 
of $500,000,000 to meet expenditures 
of the Soil Conservation and Domestic 
Allotment Act to take the place of the 
voided A. A. A.; an annual amount of 
$120,000,000 a year for nine years in 
addition to $160,000,000 already in 
the budget to provide for the Veterans’ 
Bonus; making an annual amount of 
$620,000,000 for these two purposes. 
In addition he asked that the $517,- 
000,000 for the processing taxes in- 
cluded in the 1936 budget, but voided 
by the Supreme Court, should be made 


good by additional revenues of that 
amount spread over two or three years. 
To meet this he suggested the follow- 


ing: 


First—A tax on corporate incomes which 
were not distributed as earned, pro- 
posing that such a tax should take the 
place of the present corporation in- 
come tax, capital stock tax, and ex- 
cess-profits tax, and that the existing 
4% dividend exemption to stockhold- 
ers should be abolished. If this were 
done the corporation which distributed 
all its income. would have no such 
Federal taxes to pay, but the individual 
stockholder on receiving the dividend 
would pay full normal and surtax rates 
thereon in accordance with the total 
amount of his net income. As to this 
the President stated: 


“Such a revision of our corporate 
taxes would effect great simpli- 
fication in tax procedure, in cor- 
porate accounting, and in the un- 
derstanding of the whole subject 
by the citizens of the Nation. It 
would constitute distinct progress 
in tax reform.” 


It was estimated that such a tax would 
yield $620,000,000. 


Second—A ‘windfall’ tax or tax on “un- 
just enrichment,” to reach those who 
had been unfairly enriched by having 
collected from the public the invalidated 
processing taxes which they did not pay 
to the Government or which, if paid, 
they would be able to recover through 
refunds. 

Third—A processing tax on an increased 
number of agricultural commodities at 
lower rates than the old processing 
tax. 


These recommendations, it will be 
noted, contemplate obtaining the 
$620,000,000 of additional taxation 
through a so-called “reform” in cor- 
porate taxation, whereas the additional 
$517,000,000 for 1936 invalidated 
processing taxes was to be obtained 
virtually by the reassertion of these 
taxes in a modified form. 
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These proposals were referred by the 
Ways and Means Committee of the 
House to a subcommittee which on 
March 26, 1936, made public its report, 
outlining briefly its recommendations 
for a tax on undistributed income of 
corporations and outlining the so- 
called ‘‘windfall tax” and making 
recommendations for refunds of the 
“floor stocks tax.” The Committee 
did not recommend any additional 
processing taxes. These proposals 
were not in the form of a bill but were 
only outlined in general terms. 

On such proposals made _ public 
March 26 the Ways and Means Com- 
mittee began hearings on March 30 
and continued these until April 7, all 
without any proposed form of bill or 
of anything more than the few pages 
of general recommendations of the 
subcommittee’s report. 

As soon as the hearings were closed 
the Committee proceeded to formulate 
its bill which on April 21, 1936, was 
introduced into the House and with 
only a few amendments was passed by 
the House on April 29, 1936. 


SENATE'S ACTION 


Meanwhile the Senate Committee 
had begun in executive session its con- 
sideration of the proposed bill, even 
before the bill had been passed by the 
House. Public hearings of the Senate 
Committee on Finance began April 
30, 1936, and continued until May 8, 
1936. At the close of the hearings it 
was manifest that the Senate Commit- 
tee would not accept the House bill 
but would proceed to write its own 
quite different bill. 

Note, then, that the House Com- 
mittee held its hearings before any bill 
was formulated. The Senate Commit- 
tee held hearings on the House bill and 
are rejecting it. 

Now we must expect that the Senate 
Finance Committee will write a bill 
and present it to the Senate without 
having any public hearings on it. No 
one can prophesy what may be done 
with such a bill on the floor of the 
Senate. It may be passed as presented 
by the Finance Committee. It may be 
subject to various amendments or it 
may be completely rewritten from the 
floor either with or without the ap- 
proval of the Finance Committee. The 
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one thing that seems reasonably sure 
is that whatever bill is passed by the 
Senate will be radically different from 
the bill passed by the House. 

Then the bill will go to a Confer- 
ence Committee of the two Houses. 
This Conference Committee will be 
asked to agree on a bill which will be 
somewhere between the bill of the 
House and the bill of the Senate. Or- 
dinarily, the scope of the Conference 
Committee in adjusting differences 
comes within fairly defined limits. For 
example, last year the House bill car- 
ried a provision for capital stock tax 
of $1.00 a thousand. The Senate bill 
changed this to $1.50. The Confer- 
ence Committee agreed on $1.40, being 
a rate which fell between that of the 
House and that of the Senate. When, 
however, the Conference Committee 
has referred to it a House bill propos- 
ing one form of tax on corporations 
and a Senate bill proposing an irrecon- 
cilably different form of taxation, the 
scope of the Conference Committee 
becomes so broad that almost anything 
may be said to fall between the House 
and the Senate bills. 

It is true that the Conference Com- 
mittee could agree to the House bill 
with various amendments, or to the 
Senate bill with various amendments, 
or it might proceed to write virtually 
an entirely new bill which could be 
said to fall somewhere between the 
provisions which the House and which 
the Senate proposed. So we may then 
have come out of conference a third 
entirely different tax bill with no pos- 
sible opportunity for any public hear- 
ings regarding it, and no provisions 
whatever by which the taxpayers can 
be heard with respect to its provisions. 
Their only possible chance for protest 
will be as, between the time the Con- 
ference Committee's report is made 
and the time of its acceptance by the 
two Houses, they may be able to get 
individual Congressmen or Repre- 
sentatives to listen to them and thus 
carry their protests to the floor of the 
Senate or the House. 

The Conference Committee’s report 
when made will go to the House and 
to the Senate. Either body may refuse 
to accept it. If that happens, there 
may be further attempt to reach agree- 
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ment or the proposed legislation may 
be abandoned and a new start made. 

In the present case we must te- 
member that Congress is slated to ad- 
journ June 6. This seems imperative 
so that the Congressmen may be able 
to attend their National Conventions. 
So Congress now has practically two 
weeks in which it may perhaps be 
necessary to write two new tax bills— 
one to be carried through debate on 
the floor of the Senate; the other pre- 
sumably to be accepted and approved, 
with no opportunity for discussion. 

There is no probability that a tax 
bill jammed through in this way, with 
no opportunity for reasonable consider- 
ation of it, will prove to be a sound 
financial measure. 


VALUE OF HEARINGS DEMONSTRATED 


I do not say that the hearings which 
have been held were not of value. They 
have really been a fine demonstration 
of the value of public hearings under 
our form of representative govern- 
ment. It has been possible through 
these hearings to point out some of 
the most unfair, undesirable and dan- 
gerous features of the administration's 
proposal. The House Committee's 
hearings were sprung so suddenly 
after revealing what was proposed but 
without disclosing the full nature and 
implications of the proposals, that the 
country at large did not understand 
them. Also, the House Committee, 
without themselves having much ap- 
preciation or understanding of the pro- 
posal, but accepting it at its face value 
in reliance on the administration’s en- 
dorsement of it, determined to jam it 
through with little consideration of 
what was said against it at the public 
hearings. 

While the statements at these hear- 
ings seemed to have had little effect on 
the House action on the bill, they did 
seem to have their effect in indicating 
to the country at large that there were 
real injustices and dangers in the pro- 
posal. Perhaps, however, the greatest 
argument against the bill was the bill 
itself when it came to be formulated 
and made public. I think the business 
world had never imagined that a pro- 
posal presented as representing a sim- 
plification of tax procedure and dis- 
tinct progress in tax reform could 
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possibly give rise to such an involved, 
complicated, indefinite, uncertain and 
virtually incomprehensible piece of 
legislation as the House bill proved to 
be when it was made public. 


TAx STATED AT Low PERCENTAGES 


Grant that there was no reason or 
excuse for some of its involved and 
complicated provisions excepting only 
to conceal their real nature and effect; 
the involved Schedules I and IA and 
II and IIA, with recurring decimals 
carried to eight places, could have been 
greatly simplified if it had not seemed 
desirable to state the tax at low per- 
centages on total net income, and if 
there had not been some question of 
doubtful legality of very heavy taxes 
applied directly to undistributed net 
income. But at best many of the com- 
plications and difficulties are inherent 
in the proposal itself. 

However, even though the bill was 
driven through the House, enough time 
had elapsed and enough publicity had 
been given to its nature and effect so 
that when it came before the Senate 
Committee there was a volume of ob- 
jections and protests which made them- 
selves felt. The only hope of getting 
through a tax bill in this session now 
seems to be to draft something and 
have it passed, with no opportunity for 
hearings or protests. It remains to be 
seen what the result of this will be. 


More CHANGES DUE IN JANUARY 

There is some thought that the mat- 
ter is not very important in any event 
because the present Congress can pass 
some kind of a tax reform bill and get 
that on the books before it adjourns, 
but since income tax returns under it 
would not have to be submitted until 
sometime next year, the Congress 
which meets next January would have 
opportunity to deal further with the 
matter. In fact, the Committee report 
presenting this bill to the House sug- 
gested that certain of its recommenda- 
tions ‘‘will take care of the President's 
request until the next session of Con- 
gress, which can then act more intelli- 
gently in the light of the conditions 
then existing.” 

Of course, any such thought ignores 
certain basic principles of taxation. I 
here quote briefly from the annual re- 
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port of Secretary of the Treasury 
Houston for the year 1920. I do this 
particularly because administration rep- 
resentatives have stated that Secretary 
Houston recommended the principle 
of this bill. I think every business man 
and every member of Congress ought 
to read that report. I can cite only a 
few brief extracts: 


SOME SOUND THEORIES 


“The business interests of the country 
have a right to know in advance the rate 
of taxation they will be called upon to 
pay.” (p. 25.) 

“An imperfect and uncertain tax af- 
fects the future even more adversely than 
the present..... " (p.-30:) 

“Complexity in tax laws violates the 
most fundamental canon of taxation—that 
the liability shall be certain and definite. 
It is not merely a source of irritation, 
labor, and expense to the taxpayer; but 
when conjoined, as it is in the present 
law with the heavy rates of taxation which 
war exigency has forced upon us, it be- 
comes a major menace, threatening enter- 
prise with heavy but indefinable future 
obligations, generating a cloud of old 
claims and potential back taxes which 
fill the taxpayer with dread, creating, to 
be sure, an attractive source of additional 
revenue, but clogging the administrative 
machinery and threatening, indeed, its 
possible breakdown.” (p. 30.) 

“The heavy surtaxes cause real hard- 
ships when income earned over a period 
of years is realized or received in one 
year and taxed as a lump sum in that 
year.” (p. 31.) 

“, ... We attempt to levy surtaxes, 
rising to 65 per cent. upon ordinary in- 
come, while there are thousands of mil- 
lions of tax-free securities in the market, 
the income from which is practically ex- 
empt from all taxation. The result is to 
make investment by wealthier taxpayers 
in the expansion of industry or foreign 
trade unattractive and unprofitable. It is 
obvious this situation should be reme- 
died.” 

“We cannot long continue to collect 
surtaxes rising to 65 per cent. upon in- 
come from ordinary business and invest- 
ment while exempt interest at a remuner- 
ative rate can easily be secured from 
tax-free bonds. We must take something 
less than 65 per cent. or in the end take 
nothing. .... (p. 34.) 

“It seems idle to speculate in the ab- 
stract as to whether or not a progressive 
income-tax schedule rising to rates in 
excess of 70 per cent. is justifiable. We 
are confronted with a condition, not a 
theory. The fact is that such rates can- 
not be successfully collected. Tax re- 
turns and _ statistics are demonstrating 
that it should require no statistical evi- 
dence to prove..... Whatever one 


may believe, therefore, about the abstract 
propriety of projecting income-tax rates 
to a point above 70 per cent., when the 
taxpayers affected are subject also to 
State and local taxation, the fact remains 
that to retain such rates in the tax law is 
to cling to a shadow while relinquishing 
the substance. .... ”  (p. 36.) 


Secretary Houston therefore recom- 
mended that there should be a limit of 
20 per cent. on the taxes on individuals 
with respect to net income which is 
saved and reinvested in business or 
property yielding taxable income, and 
that this same maximum tax rate 
should be applied to the income of a 
corporation : 


“The maximum tax upon such saved 
income would thus be approximately the 
same, whether reinvested by the indi- 
vidual, the partnership, or the corpora- 
tion, and whether reinvested personally by 
the stockholders of the corporation or by 
such corporation for its stockholders.” 


Since I cannot try to tell you more 
definitely what will be the provisions 
of the Revenue Act of 1936 as finally 
passed, I may point out some of the 
background which inspired the Ad- 
ministration’s proposal of the undis- 
tributed profits tax and may present 
some of the arguments for and ob- 
jections to the undistributed profits tax 
proposed, and mention some of the 
alternatives now proposed. 


REASONS FOR ADDITIONAL TAXES 

It is difficult, if not impossible, to 
make any concise statements to present 
a reliable picture of Federal finances. 
Expenditures are to be distinguished 
from appropriations; expenditures and 
debts of the Government are to be dis- 
tinguished from those of its corpora- 
tions; and there are questions of com- 
mitments, of contingent liabilities, and 
of general or regular expenditures as 
distinguished from those for recovery 
and relief. Yet a few points seem to 
stand out. 

Take the President’s budget figures 
of January 3, 1936, add $1,500,- 
000,000 subsequently requested for re- 
covery and relief, and we have this 
picture: 

(See top of page 133) 


Add for 1937 a possible $1,000,- 
000.000 for Soldiers’ Bonus (it is 
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EXPENDITURES 
(In millions of dollars) 

Actual Estimated __ 
Fiscal Years Ending June 30 1934 1935 1936 1937 

Operation and Maintenance of regular depart- 
ments and establishments................ $1,086 $1,083 $1,568 $2,586 
Veterans’ pensions and benefits.............. 556 605 718 790 
Interest: on® National’ Deb... << o:scic clases a0 0 757 821 742 805 
Tax refunds (exclusive of processing taxes)... . 63 45 47 49 
Agricultural Adjustment Act..............4. 290 743 621 619 
Civilian Conservation Corps. «0000 0sie2s00 332 436 528 220 
Statutory debt retirements.............-.-..-- 360 573 552 580 
TEOMA CORUNA sc vcrde ccna simccones $3,444 $4,306 $4,776 $5,649 
Recovery ane) TREMGES « «506.6: ssiclarsis-sisiele vel scorers 3,661 3,069 2,869 2,603 
OME Oe LN RE ee eee $7, $7,375 $7,645 $8,252 


purely speculative as to how many of 
these bonds may be presented for 
prompt cash payment). We probably 
need to add a further amount for ad- 


increase of approximately 150 per 
cent.) is represented by such transfers. 


No APPROACH TOWARD BALANCE 





ditional Congressional expenditures so 
we may have around 10 billion dollars 
total expenditures for the fiscal year 
ended June 30, 1937. 

Take the then statement of receipts 
but eliminate the now invalidated proc- 
essing tax and we have this picture: 


From the expenditure end there is 
no approach toward a balanced budget 
even after leaving out Soldiers’ Bonus 
payments. On the revenue side addi- 
tional taxes and hopeful estimates of 
receipts indicate some approach toward 
a balanced budget, with a long way to 


STATEMENT OF RECEIPTS 
(In millions of dollars) 





























Actual Estimated 

1934 1935 1936 1937 

Tecoma tamed. cS raihete ho ce He ses Loe $ 818 $1,099 $1,434 $1,943 

Miscellaneous internal revenue............... 1,470 1,657 1,873 2,103 

PGOGERSUENG «CAME ov iii ac acar ns ores cyecastiale eibegcart! aleersc 353 521 529 547 

OE ae ae a ae cai UNE NE ey renee 313 343 353 354 

BEES 1 a A 162 180 183 160 
Taxes under the Social Security Act, the act levy- 
ing taxes upon carriers and their employees, 

and the Bituminous Coal Conservation Act as _- 39 547 

FOCAL ROCOUEG 5, a c0 5.5. Bio rarern ae. ale oc ae $3,116 $3,800 $4,411 $5,654 

Eliminating processing taxes for 1936 and 1937... — — 529 547 

ER LOCEID US 515 o cd ses Matdledame aes $3,116 $3,800 $3,882 $5,107 
Resulting deficits, including the additional re- 
covery and relief appropriation and excluding 

the invalidated processing taxes.......... $3,989 $3,575 $3,763 $3,142 

Add—for Soldiers’ Bonus payments...... = aoe a 1,000 

Would make gross deficits.............. $3,989 $3,575 $3,763 $4,142 


The regular expenditures stated 
above include the amounts for Civilian 
Conservation Corps and Agricultural 
Adjustment Administration which pre- 
viously had been stated as recovery and 
relief. There are undoubtedly many 
other items previously included under 
recovery and relief as emergency mat- 
ters which are now to be included as 
regular expenditures. Perhaps a sub- 
stantial part of the increase of ex- 
penditures for operation and main- 
tenance of regular departments and 
establishments from $1,083,000,000 of 
1935 to $2,586,000,000 for 1937 (an 


go before it is achieved. The invali- 
dation of the processing taxes and the 
additional Soldiers’ Bonus payments 
did, of course, swing the situation com- 
pletely the other way. For prior years 
deficits have been made up by borrow- 
ing, but present estimates are that the 
June 30, 1936, gross debt will be more 
than 3414 billion dollars, including 
Soldiers’ Bonus Bonds. It is estimated 
that close to 40 per cent. of the present 
total debt is held by banks and trust 
companies. Manifestly we cannot go 
ahead with continually increasing defi- 
cits. 
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Drastic measures have already been 
taken to increase taxation. Individual 
taxes have been drastically increased to 
a maximum of 79 per cent. normal 
and surtax rate on income in excess of 
$5,000,000, reaching the 51 per cent. 
rate on income in excess of $74,000. 
Any allowance for losses of prior years 
has been eliminated and the right to 
deduction for capital losses has been 
abridged and in many cases virtually 
eliminated. Inheritance and gift taxes 
have been increased. A drastic tax on 
personal holding corporations has been 
introduced. The Treasury administra- 
tion has endeavored in every way it 
could devise to make existing taxes 
yield more revenue, upsetting prior 
precedents even to the point of trying 
to brush aside the old doctrine that in 
case of ambiguity of the law the tax- 
payer was entitled to the benefit of the 
doubt. 


AIMING AT UNDISTRIBUTED FUNDS 


In the search for additional revenues 
it was noted that there were large 
amounts of the net income of corpora- 
tions which were not distributed to 
stockholders and so did not become 
subject to individual income and sur- 
tax rates. The Treasury estimated that 
for 1937 the undistributed net income 
of corporations would amount to about 
4Y, billion dollars. Quite naturally 
their thought turned to the possibility 
of having this subjected to the taxes 
which the stockholders would pay if 
it were all distributed to them. Under 
our Constitution stockholders could not 
be taxed on corporate earnings not dis- 
tributed to them. This brought up 
a question of imposing such a heavy 
tax on undistributed income of cor- 
porations as would require corporations 
either to distribute the earning or to 
pay a tax on them equal to what it 
was felt the government lost in reve- 
nues because the earnings were not dis- 
tributed. 

This question of undistributed prof- 
its tax On corporations is not new. It 
has probably been considered by every 
serious student of taxation for a gen- 
eration. It was considered by the late 
Dr. Thomas S. Adams of Yale Uni- 
versity, who for many years was Treas- 
ury adviser regarding income taxation. 
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He and I discussed the matter at length 
a dozen years or more ago. I think 
we considered every possible means of 
applying such a tax. Dr. Adams’s 
final conclusion, in which I fully con- 
curred then and concur today, was that 
any such plan must either be economi- 
cally undesirable or administratively 
impracticable, or possibly both to- 
gether. 

The best that could then be seen was 
the penalty provision applicable if a 
corporation were formed or availed of 
to avoid the imposition of the surtax 
on its stockholders and members by 
permitting its earnings to accumulate 
beyond the reasonable needs of the 
business. This was a rule of reason 
and while the penalty taxes collected 
under it have not been large, the pro- 
vision undoubtedly has been effective 
in inducing large distributions which 
otherwise would not have been made. 
No sensible man is going to risk the 
heavy penalties of these provisions un- 
less he feels some assurance that he 
can establish the reasonableness of his 
position. In this, as in any other penal 
provision, the success of a law is not 
to be measured by the number of pen- 
alties imposed under it. 


OFT-REJECTED PROPOSAL REVIVED 

But this oft-rejected proposal was 
brought forward as the most appealing 
source of additional revenue. It was 
proposed, without any regard to the 
reasonable needs of a business, to im- 
pose a heavily graduated tax on cor- 
porations which did not distribute all 
their earnings each year; to repeal ex- 
isting corporation income, capital stock 
and excess-profits taxes, and to elimi- 
nate the present exemption from normal 
tax on dividends distributed to stock- 
holders. This was to simplify taxing 
procedure and corporate accounting 
and to constitute a distinct progress in 
tax reform as well as to yield 620 mil- 
lion dollars in an approach to a bal- 
anced budget. I cannot here try to 
discuss all the doubts and questions 
involved as to whether any form of 
this tax which might be enacted could 
be expected to yield this estimate of 
additional revenue nor can I discuss, as 
I should like to, the various compli- 
cations and difficulties which arose in 
trying to frame such an act, and the 
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various modifications and concessions 
which had to be made in the original 
drastic proposal which robbed it of its 
stated simplicity and to some extent 
materially impaired its expected yield. 

I shall likewise pass over any dis- 
cussion of the so-called ‘‘windfall tax” 
or tax on unjust enrichment. I do 
this not merely to save time but also 
because I do not pretend to understand 
it and I have not found anyone else 
who seemed to have any definite idea 
of how the proposals made to date 
would actually work out in practice. 

I shall pass, then, to a short discus- 
sion of a few points regarding pro- 
posed tax on undistributed income of 
corporations. 


INCOME TAX ON CORPORATIONS 


This, as presented in the House bill, 
is primarily a tax based on undistrib- 
uted net income of corporations at 
heavily graduated rates stated at per- 
centages of total net income but with 
the rates determined according to the 
percentage of undistributed net in- 
come. This applies to all corporations 
unless they come into one of the special 
classes such as the following: 

Banks and trust companies (Section 
104), domestic corporations in re- 
ceivership or bankruptcy (Section 
105), insurance companies (Sections 
201, 204 and 207) would be subject 
to a flat tax of 15 per cent. on net in- 
come. 

So-called “deficit” corporations were 
also to be subject to the flat 15 per 
cent. tax if and to the extent that their 
income fell within the provisions of 
the rule stated under Section 14(a) 
with reference to “accumulated earn- 
ings and profits less than adjusted net 
income,” the exact meaning of which 
is quite uncertain and no one has 
seemed able to define it. 

Corporations with contracts not to 
pay dividends as prescribed in Section 
15 and those with certain types and 
kinds of debt which may be in excess 
of “the accumulated earnings and 
profits of the corporation” if and to 
the extent prescribed in Section 16 may 
be subject to a flat 2214 per cent. tax. 

Foreign corporations (Section 231) 
—if resident corporations, would be 
subject to a flat 2214 per cent. tax; and 


if non-resident corporations would be 
subject to a 15 per cent. tax; but all 
subject to the various qualifications and 
limitations of those sections of the law. 

Other special provisions were made 
as to China Trade Act corporations, 
and the like. 

There seems no question that the 
special treatment accorded in each of 
these exceptions is merited and prob- 
ably necessary. The difficulty is that 
no one seems able to form the slightest 
idea of the exact conditions to which 
each of these sections would apply. A 
long series of questions have been pro- 
pounded which remain unanswered. 


SOME QUESTIONS WHICH ARISE 


What are “‘accumulated earnings and 
profits” as referred to in Section 14 
and Section 16? 

Just what kind of contracts will ap- 
ply to Section 15? 

Just what are the debts which will 
entitle a corporation to come under 
Section 16? 

Just what is necessary to have a cor- 
poration considered as in bankruptcy 
or receivership ? 

Every one of these questions would 
probably have to be litigated in the 
courts for years before there would be 
approach to any certainty as to their 
meaning. 

As to the tax on undistributed profits 
itself, there are in Section 13 the 
marvelous Schedules I and IA, II and 
IIA and Schedule III, and there is 
Section 27 regarding the credit for 
dividends paid. I shall assume each 
one of you has read these. I hope you 
have figured some problems under 
them so I shall not try at length to dis- 
cuss these schedules or the language in 
which these sections are written. Let 
me pass rather to the practical effect of 
such a plan: 


Net INCOME UNCERTAIN FIGURE 

The tax computation starts with the 
net income defined by law. Let us 
eliminate any question of the special 
interest credit for partially exempt 
Government obligations so that what 
the bill refers to as “adjusted net in- 
come”’ will simply be the ‘‘net income.” 
Take from that the dividends distrib- 
uted and the tax to be paid, and the 
balance is the undistributed net in- 
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come. I need not tell any of you that 
net income is a very uncertain figure 
and that it often takes years, sometimes 
ten or twenty years, before there is a 
final determination of the amount of 
net income of a particular year. Nor 
need I tell you that net income does 
not always mean actual cash on hand. 
Undistributed net income will be no 
less uncertain and it will equally be true 
that it need not represent cash or its 
equivalent which has ever been realized 
and it may include amounts which al- 
though realized have been used for the 
needs of the business. It will be com- 
puted without deduction for capital net 
losses or all those other expenditures 
which are not always as deductions in 
computing taxable net income. 


A SPECIFIC CASE 


Let us pass over Schedule I and IA 
to Schedule II and consider a corpora- 
tion with $100,000 of net income un- 
der that schedule. If it had $10,000 
of undistributed net income its tax 
would be $4,000 or 40 per cent. of 
undistributed net income. On a 
second $10,000 undistributed its tax 
would be $5,000 additional, or 50 per 
cent. On a third $10,000 undistrib- 
uted the additional tax would be 
$6,000, or 60 per cent. If the un- 
distributed net income were more than 
$30,000 there would be $1.00 of addi- 
tional tax for each dollar of additional 
undistributed net income. 

Now suppose such a corporation had 
$30,000 of net income which had not 
been received in cash and could not be 
distributed. Its tax would be $15,000, 
or 50 per cent. of its undistributed net 
income. It is suggested that such a 
corporation might work out some plan 
of dividend scrip, notes, or the like, or 
might sell stock for the amount re- 
quired so it could pay out all its earn- 
ings as dividends and so avoid this 
tax. Perhaps it could do this if it did 
not find the difficulty and expense too 
great, but if it issued dividend scrip 
or notes it would have to do this with 
the expectation that it might at some 
time in the future be able to sell stock 
for the money required to pay them off 
or else expect to contract its require- 
ments for capital because if it took 
earnings in a future year to pay off 
these obligations it would then have to 
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meet a future year’s tax. In addition 
it would have all the questions in- 
volved in trying to determine the fair 
market value of any obligations it is- 
sued since the market value of such ob- 
ligations would enter into a determi- 
nation of its dividend credit. 

Suppose such a corporation then de- 
cides it cannot adopt any of these meas- 
ures but will have to pay this tax. 

Now suppose it is considering the 
purchase of additional machinery 
which would cost it $10,000 and en- 
able it to increase its business and give 
additional employment. It seems, how- 
ever, that if it takes this $10,000 for 
purchase of machinery its tax will be 
increased another $10,000 so that from 
a practical standpoint the purchase 
of this $10,000 of machinery would 
cost it $20,000. Probably only dire 
necessity would warrant it in making 
that purchase. 


ANOTHER CASE 


Take another case of a manufactur- 
ing corporation which estimates it will 
have $100,000 of income for the year. 
It is proposing to apply earnings to in- 
creased payroll and increased pur- 
chases of materials and supplies, but 
recognizes that if it does this it will 
have $50,000 of increased inventory on 
hand at the end of the year which 
would represent undistributed net in- 
come at a consequent tax of $35,000. 
This is equivalent to a 70 per cent. 
penalty tax against its inventory. 


How Crepirs WouLD BE AFFECTED 

Take the case of a corporation with 
a $100,000 bank loan which it expects 
to pay off out of $100,000 expected 
earnings for the year. It is going to 
be in a difficult position. If it takes 
the $100,000 of earnings to pay off its 
loan it will be subject to a $42,500 
tax. Will the bank consent to receive 
only $57,500 payment this year on its 
loan so as to leave the corporation with 
the funds required to pay the Govern- 
ment its $42,500 tax? Perhaps if the 
loan is already made to a good cus- 
tomer the bank may do this. On a 
new loan, however, it would seem 
more likely that the bank would dis- 
count by about 50 per cent. the bor- 
rowers capacity to repay a loan out 
of earnings. 
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The same would apply to commer- 
cial credits. Look at all the cases in 
which concerns are carrying accounts 
of customers with the expectation that 
they will be paid off out of future 
earnings. Would the credit depart- 
ment need in each case to go into the 
tax situation of each such customer to 
determine whether or not it was to 
have a 4214 per cent. overriding tax 
lien plastered on top of it? How 
would the credit department figure the 
credit of a concern which intended to 
take its earnings to pay off its debts 
but subject to the heavy Government 
tax thereon as compared with the con- 
cern which had the announced policy 
of distributing all its earnings but try- 
ing to pay its debts by a turnover of its 
capital or by the raising of additional 
capital when, as and if it could? 

How many cases are there in which 
a corporation has been left by its cred- 
itors standing on its own feet because 
they believed it would work honestly 
and efficiently to apply future earnings 
to pay off past indebtedness? In how 
many cases would such corporations be 
virtually forced into receivership so 
that they might have the benefit of a 
15 per cent. tax rather than a 4214 per 
cent. tax they might be required other- 
wise to pay? Perhaps there might be 
relief under Section 14, 15 or 16. But 
I will leave it to anyone who has 
studied those sections to try to say 
whether and to the extent they might 
apply in any particular case. Certainly 
in many cases a receivership might 
seem better than the risk of the un- 
certainty of those provisions. 

I believe most seriously that the en- 
tire fabric of our credit structure would 
be shaken by the enactment of such a 
bill as this. 

This is entirely independent of any 
thought of the grievous injustice that 
would be done under this Act to those 
who were trying to build up a business 
under it. The corporation with ample 
finances which could distribute all its 
earnings to stockholders would not be 
hurt, perhaps benefited, under such a 
plan. The corporation struggling to 
get a foothold or trying to win its way 
back from adversity would have an al- 
most impossible job before it. 

I could go on and discuss at length 
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Investment Bankers’ Field Secretary 
Tells of Security Frauds 


“Wallpaper” Men Gradually Being Hemmed In by State and Federal Stat- 
utes—Victims of Frauds Not Always Blameless—Makes Plea for Real Au- 
thority for Controllers in Handling Accounts—A ddress by Mr. A. G. Davis. 


A“ authority on security frauds, 
who has spent years in combat- 
ting them, made a plea in an address 
before the Chicago Control of THE 
CONTROLLERS INSTITUTE OF AMERICA 
on April 28, for real authority for the 
controller, in order to permit him to 
meet fully the great responsibilities 
placed on him. The speaker, MR. A. G. 
Davis, is field secretary of the Invest- 
ment Bankers Association of America. 
His views are interesting. 
—THE Epiror. 


I have chosen the form of my sub- 
ject with a purpose. I very frequently 
hear the expression “fraudulent securi- 
ties.” If in fact a security is in and of 
itself a deception—is fraudulent—it is 
so because of some human agency, 
some human activity which brought the 
security into existence and put the at- 
tributes of deception into it. It may be 
a sweet alibi and it may be consoling 
to use the impersonal rather than the 

is instead of “‘he’’—but 
the onus of fraud nevertheless is on 
the person. A security is not self-crea- 
tive, neither does it “just grow.” So, 
when we talk about fraud and deceit 
in connection with securities we talk 
about that class of humankind which 
hopes to profit thereby. And the per- 
petration of fraud is not confined to 
any one class, group or kind of security. 
I have met with fraud in the low 
grade promotional security. I have also 
met with fraud in every grade from 
promotional on up to government 
bonds, and even currency itself. One 
of the largest bucket shops I ever knew 
used Liberty Bonds as the bait and the 
media for its colossal deceit. Forgery 
and counterfeiting have been employed 
with currency, and so have they with 
securities of all classes. 

The ways of fraud are various and 


even devious. They run all the way 
from little ‘‘white lies” to half truths 
and on up to material truths untold 
and to purposeful untruths and mis- 
representations, knowingly made. Some 
of them are ingenious and cunning, 
and some are so blatantly bold as to 
be disarming. 

The vehicles of fraud in connection 
with securities may be put into two 
rather broad classifications, (a) those 
which precede the issuance of the se- 
curity and (b) those which follow the 
issuance. Of the former class are all 
those things which go to the structure 
of the issuing entity and into the warp 
and woof of the security itself. 


COMPARISONS DRAWN 


Is it a clean-cut corporate entity with 
workmanlike financial structure and 
with the rights and privileges of secu- 
rity holders clearly set out? Or is it 
unduly complicated with rights and 
privileges beclouded with complex pro- 
visos and conditions? Is the structure 
designed on a plan of equity in which 
investors have a fair chance in ratio 
to their investment? Or is it designed 
to give promotors the first and lion’s 
share of any future returns? Are the 
rights of control fashioned on the basis 
of responsible management, responsive 
to those who are of right interested in 
the entity and its success? Or is con- 
trol centered and assured in specific 
hands without hope of being respon- 
sive to the rights of security holders in 
the event of conflict of vested interest ? 
Is it launched on a basis of sound 
initial asset valuations? Or are its ini- 
tial assets fanciful, fictitious or chi- 
merical? Is the security fabric, at the 
outset, all wool or all silk, as we would 
say, or is it cotton made to simulate 
wool or silk ? 

The form of the issuing entity may 


within itself be deceptive, as, for in- 
stance, certain types of the so-called 
common law trust organization where- 
by the liability of an interest holder, 
instead of being limited, as with a 
corporation, and as is claimed, may in 
fact be that of a partnership liability 
whereby each interest holder is liable 
for all the debts of the entity and with- 
out limit. Likewise many of the so- 
called unit organizations, such as min- 
ing and oil unit plans and patent right 
units, are very susceptible to deception 
as to legal rights and liabilities, as well 
as to any possible potential return on 
the investment. 

The very name of the entity may be 
deceptive and, in fact, may be so in- 
tended. 

As to the second classification— 
those which come after the organiza- 
tion of the entity and the issuance of 
the security—these take various and 
sundry forms too numerous to note at 
any one time. Nothing short of a 
volume would suffice. Some of these 
may be captioned and sketchily de- 
scribed as semblances of truths or half- 
truths. 


SOME ForMs OF DECEPTION 

One of the most common avenues 
for deception lies in statement of as- 
sets, especially so if any relation be- 
tween assets and security values is 
claimed. Intangible assets may be 
given a book value equal to the 
stretch of an elastic imagination. Other 
assets may be appraised on whatever 
basis will make the best showing for 
the purposes at hand. Minerals may be 
appraised at so much per ton in the 
ground, machinery and equipment at 
cost price or even more if the price of 
scrap iron has gone up, and raw ma- 
terials at the price of finished product 
less estimated labor costs, and so on. 




















And I need not mention to you 
gentlemen the difficulty of an exact 
profit and loss statement. One moved 
by ulterior motives can so easily let 
the shadows fall just a little too much 
on the favorable side. Self-interest is a 
powerful motive, not always to be too 
harshly judged, and yet it may be de- 
ceptive. Hence independent auditors, 
independent appraisers and independ- 
ent controllers. Perhaps one of the 
most common deceptions is that of 
paying dividends out of capital when 
there is not sufficient net profit or 
surplus derived from net profits to 
warrant a dividend. 


“WALLPAPER MEN 


When your speaker first came to the 
service of combatting financial security 
frauds in Chicago a professional pro- 
moter was on practically every street 
corner, while mass meetings for the 
organization or promotion of some get- 
rich-quick scheme requiring the savings 
of all who could be gathered about a 
festive board, were of nightly occur- 
rence. 

There then actually existed, by tacit 
understanding and common consent, 
an organization known as ‘The As- 
sociation of Wallpaper Men.” One 
would naturally presume that such an 
organization was for the promotion of 
the legitimate wallpaper trade. Not 
so. The ‘“‘wallpaper’’ actually in mind 
was the worthless promotional blue- 
sky stock certificates which the mem- 
bers of this fraternity were engaged in 
selling throughout the country at hand- 
some profits to the vendors. They met 
periodically for the exchange of sug- 
gestions, stories and schemes of promo- 
tions. The states themselves, and now 
the federal government, society and 
the honorable portion of the profes- 
sion become interested. Laws designed 
to prevent fraud and deceit have been 
enacted. These are in addition to the 
long standing laws to punish crime 
once the crime has been consummated. 
Every state in the Union save one 
(Nevada) has some form of securities 
law, or so-called blue-sky law. These 
laws started with Kansas in 1911, and 
acquired their name from an expres- 
sion of an eminent jurist, who, in pass- 
ing upon a case involving securities 
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fraud, remarked that the securities in 
question had nothing more back of 
them than so much blue sky. These 
laws are of two general types, the 
regulatory type and the fraud act type. 


FEDERAL SECURITIES ACT 

There was one field, however, which 
the state laws did not adequately reach. 
That was the one embracing frauds 
perpetrated through the use of the 
mail, telegraph, telephone and other- 
wise through the instrumentalities of 
interstate commerce across state lines. 
Congress enacted the law known as 
the Securities Act of 1933, which is 
based on the principle of truth respect- 
ing every material fact. And of course 
truth implies all the truth and the 
whole truth—no partial truths and 
nothing omitted. Volumes have already 
been written on this law and dozens of 
speeches have been made about it. The 
courts have made a very few judicial 
interpretations of the law. We might 
spend an entire evening, and then 
some, discussing this Act alone, but 
suffice it to say that under two partic- 
ular sections of that law, known as 
the anti-fraud sections, the Securities 
and Exchange Commission, through its 
field agents, has very largely cleaned 
up the flagrant interstate abuses which 
the state laws were unable to reach. 
This law, too, has been amended. 
A bill is now pending for further 
amendments, and, in my opinion, be- 
fore the law is perfected and made en- 
tirely workable and effective, still fur- 
ther amendments will be necessary. 
These should come, however, as actual 
experience in administration points out 
latent defects and discovers the rem- 
edies. 

ACCOUNTING FRAUDS 

There is one field, not yet men- 
tioned, wherein deception may and 
sometimes does find lodgment. That 
is in the management and occasionally 
the manipulation of corporate accounts. 
I need not tell you gentlemen of the 
grave importance of entering properly 
and ultimately stating corporate ac- 
counts according to generally accepted 
ethical and sound practices, independ- 
ent of whatsoever influence to the 
contrary there may be. No corporation 
that has gone or expects to go to the 
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public for finances has any right to 
have its accounts stated in any other 
way. 

Some corporations, particularly the 
smaller ones, are somewhat careless as 
to this rule or are indifferent to it. 
While it may not be so intended, any 
careless or indifferent misstatement of 
corporate financial accounts could be 
construed to be deceptive. 


CONTROLLER'S RESPONSIBILITY 
EMPHASIZED 


Herein lie the duties, functions and 
responsibilities of a controller. You 
gentlemen know intimately the duties 
and functions of your position. Doubt- 
less you realize your responsibilities to 
the business entity you serve, and to 
its several departments and depart- 
ment heads, and to its stockholders or 
security holders, better than anyone 
else—perhaps better than the officers 
of the entity themselves. There is no 
one individual connected with a cor- 
porate entity, save the president alone, 
whose responsibility in all respects is 
on a parity. 

In addition to being competent and 
efficient, a true controller must be al- 
lowed to be and must be independent. 
He must not be influenced by expedi- 
ency. He must take directions from and 
report to the president alone—or per- 
haps to the board of directors alone. 
Heads of production departments, or 
sales departments, or whatsoever other 
departments, should be subordinate to 
the controller in all matters of ac- 
counts. The controller may not other- 
wise be as independent as he must be. 

If he is on any committees, such as 
the executive committee, he should be 
on a parity with and not subordinate 
to any other member. He cannot with 
propriety be expected to assume the 
grave and broad responsibilities with- 
out the privileges and prerogatives that 
go with the job. 

With a fair-minded and competent 
umpire, familiar with the established 
and accepted rules of the game, with 
courage and freedom of action befit- 
ting the responsibilities of his posi- 
tion, and with impartial decisions ac- 
cording to the rules, there can be no 
complaint even though there is an oc- 
casional error. 
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State Citation 


Type of Fund 


Date Law Enacted 


Date 
Federal Approval 


Date Effective 


Conditions under Which 
Employer Becomes Liable 


Date Registration 


Statement Due 


Payroll 
Exclusions 


J 





ALABAMA 
Ch. 447, Law 1935. 


Pooled fund 
with merit 
rating. 


September 14, 1935. 


December 31, 1935. 


January 1, 1936. 


8 or more on each of some 
20 days, each day being 
in a different week dur- 
ing calendar year. 


> 


None3 


bi Report 
ye Due 








CALIFORNIA 
Ch. 352, Laws 1935. 


Pooled fund 
with separate 
employer ac- 
counts for 
merit rating 
only an 
guaranteed 
employment 
accounts. 


June 25, 1935. 


December 27, 1935. 


January 1, 1936. 


8 or more on each of some 
20 days, each day being 
in a different week dur- 
ing calendar year. 

1 or more if subject to 
Title IX of Federal Act. 


February 28, 1936. 


None’ 





DISTRICT 
OF COLUMBIA 
Pub. Law No. 386, as 
amended by No. 446, 
74th Congress (1935- 
6). 


Pooled fund 
with merit 
rating. 


August 28, 1935. 


November 15, 1935. 


January 1, 1936. 


One or more persons after 
Dec. 31, 1935. 


February 15, 1936. 


None3 





INDIANA 
Ch. 4, Acts Special Ses- 
sion 1936. 


Employer re- 
serve ac- 
counts with a 
pooled ac- 
count. 

Guaranteed em- 
ployment ac- 
counts to be- 
gin Jan. 1, 
1939, 


March 18, 1936. 


April 20, 1936. 


April 1, 1936. 


8 or more on each of some 
20 days, each day being 
in a different week dur- 
ing calendar year. 


None3 








MASSACHUSETTS 

Ch. 479, Laws 1935, as 
amended by Ch. 12, 
Laws 1936. 


Pooled fund 
with merit 
rating. 


August 13, 1935. 


February 4, 1936. 


January 1, 1936. 


8 or more on each of some 
20 days, each day being 
in a different week dur- 
ing calendar year. 


December 1, 1935. 


Any individual 
employed ata 
rate of $2500a 
year or more, 
or $50 a week 
or more. 





MISSISSIPPI 


House Bill 310, Regu- 
lar Session 1936. 


Pooled fund 
with separate 
employer re- 
serve ac- 
counts for 
bookkeeping 
purposes 
only. 


March 23, 1936. 


May 21, 1936. 


April 1, 1936. 


8 or more on each of some 
20 days, each day being 
in a different week dur- 
ing calendar year. 


None’ 





NEW HAMPSHIRE 

Ch. 99, Laws 1935, as, 
amended by Ch. 142, 
Laws 1935. 


Pooled fund 
with separate 
employer ac- 
counts for 
merit rating 
only. 


May 21, 1935. 


December 13, 1935. 


January 1, 1936. 


4 or more on each of some 
13 days, each day being 
in a different week dur- 
ing calendar year. 

1 or more if subject to 
Title IX of Federal Act. 


January 1, 1936. 


None3 


15, 1936. 


5,1936, 





NEW YORK 

Ch. 468, Laws 1935, as 
amended by Ch. 117, 
Laws 1936. 


Pooled fund. 


April 25, 1935. 


January 24, 1936. 


January 1, 1936. 


4 or more on each of some 
13 days, each day being 
in a different week dur- 
ing calendar year. 


January 31, 1936. 


Non-manual em 
ployees ata 
rate in exces 
of $2600 a 
year or $502 
week. 





OREGON 
Ch. 70, Laws Special 
Session 1935. 


Pooled fund 
with separate 
employer re- 
serve ac- 
counts for 
merit rating 
only and sep- 
arate guaran- 
teed employ- 
ment acc’nts. 


November 16, 1935. 


December 23, 1935. 


January 1, 1936, 


4 or more on each of some 
20 days, each day being 
in a different week dur- 
ing calendar year. 


February 15, 


1936. 


None3 





RHODE ISLAND 
Ch. 2333, Laws 1936. 


Pooled fund. 


May 5, 1936. 


January 1, 1936. 


4 or more on each of some 
20 days, each day being 
in a different week dur- 
ing calendar year. 


None’ 


— 
Non-manual at 4 


EE 
r 1936. 





UTAH 

Ch. 38, Laws 1935. 
(Law not in effect 
until proclaimed 
by Governor.) 


Employer re- 
serve ac- 
counts. 


March 25, 1935. 


Employment of 4 or more 
persons. 


rate of $2000a 
year or more. 





WASHINGTON 
Ch. 145, Laws 1935. 


Pooled fund 
with merit 
rating. 


March 21, 1935. 


* 


January 24, 1936. 


January 1, 1936. 


4 or more on each of some 
13 days, each day being 
in a different week dur- 
ing calendar year. 


None’ 





ae 
Any employee a 


15, 1934. 





WISCONSIN 

Ch. 20, Laws Special 
Session 1931-32, as 
amended by Chs. 186 
and 383, Laws 1933 
and Chs. 192, 272 
and 446, Laws 1935. 


Employer re- 
serve ac- 
counts with 
separate 
guaranteed 
employment 
accounts. 


January 22, 1932. 


November 27, 1935. 


July 1, 1934. 


8 or more on each of some 
18 days, each day being 
in a different week dur- 
ing calendar year. 





July 1, 1934. 


a rate of 

a month of 
more. This et 
clusion term 
nates in Dec 
1936 unless the 
Fed’! Tax isat- 
judged invalid. 








1Not yet approved. 


2No regulations covering this point. 


3In some states Government, Agricultural and Domestic Employees are exempt. 4Information not yet available 


in not yet a 
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MORE IMPORTANT FEATURES OF STATE LAWS ON UNEMPLOYMENT INSURANCI 







































































Prepared by Mr. H. F. Elberfeld, Chairman, Committee on Social Security Procedure, Controllers Institute of America 
~~ pond of Bench 
oll pi Report ubsequent eporting Contributions Total Unemployment 
ane jt Due Retwns Due Employees Employer Employee State Merit Rating Rate Maximum Minimum 
y: 5 6 0.9% ae 1% beginning May None After 1940, Commission determines 50% of wages. $15 per week. None 
i, 8%. 937; 1, 1936. merit rating on employer’s contribu- 
2.7%, i938. 1939 and tion and benefit experience; minimum, 
1940; merit rating 144%; maximum, 4%; average ap- 
thereafter. proximately 3% 
Monthly un- Total 0.9%, 1936; 0.45 Yo, 1936; None After 1940, if during preceding 3 or 5 50% of wages. $15 per week. $7 per week. 
less special 1.8%, 1937: 0.9 1937; years’ reserve: 8-10%, contribution 
permission a 7%, 1938, 1939 and gh te “Al not rate, 244%; 10-12%, rate 2%; 12- 
is granted 1940; merit rating to exceed 50% 15%, rate 114%; Ys or more, rate 
to report thereafter. of general em- 1%; minimum, 1% 
quarterly ployer rate. 
or semi-an- 
nually. 
15thof month. Total 1%, 1936; None 1936 After 1940, Board determines merit rat- 40° of wages $15 per week. None 
(if 8 or 29 , 1937; $100,000; ingon employer’ § unemployment haz- plus 10% for 
more). 39 1938, 1939 and 1937 ard; minimum, 114%; maximum, 4%; dependent 
Individual 1940; merit rating $125,000; total contributions all employers, not spouse plus 
(if less than thereafter. 1938 less than 3%. 5% for each 
8). $175,000. dependent 
relative; 65% 
maximum. 
20ta0f month. Total 1.2% from April 1, None, 1936; there- None After March 31, 1939, if reserve account 50% of wages. $15 per week. $5 wt week or 
7 1936 through Dec. after, 50% of “normal” and 10.3- 13.7%, rate 2%; 3% wages, 
31, 1936; 1.8%, employer's con- 13.7-17.1 %, rate 1%; 17.1 % or more, whichever is 
1937; 2.79 % 1938 tribution not to no contribution; if not ‘‘normal,’’ rate less. 
and ‘first quarter exceed 1%; no 2.7%. If pool pays benefits when re- 
of 1939; merit rat- contribution serve exhausted, rate 3.7%. After 
ing thereafter. during first year Jan. 1, 1939, if guaranteed employ- 
employer sub- ment account “‘normal,’’ no contribu- 
ject. tion. 
One-sixth of all contributions credited to 
a pooled account; five-sixths to reserve 
or guaranteed employment account. 
vidual # 4 : : 1%. 1936) less None, 1936; 1%, None After 1940, Commission determines 50% of wages. $15 per week. $5 per week. 
d ata eo” 1937 Fed- 1937; thereafter merit rating on employer’s contribu- 
2500 a on eral 50% of amount tion and benefit experience; minimum, 
more, 1938 ( amount contributed by 1%. 
1 week 3% } 1939 not employer. 
1940 / credited. 
Merit rating there- 
after. 
4 5 6 1.2% from April 1, None None None 50> of wages. $15 per week. None 
1936, through Commission to study and report on ad- 
Dec. 31, 1936, but visability of establishing merit rating 
must equal 0.9% system. 
for entire year 
1936; 1.8%, 1937; 
2.7 %, thereafter. 

15, 1936. Weeklyunless Individual 1%, 1936; 0.5 %, 1936; None After 1940, Commission determines 50% of wages. $15 per week. If wages $10 
special 2%, 1937; 1% thereafter; not merit ratingonemployer’s 3- or 5-year week or less, 
permission 3%, 1938; 1939 and to exceed 50% contribution and benefit experience; 70 % of wages, 
to report 1940, merit rating of general em- reserve 8-10%, contribution rate, benefits not to 
otherwise is thereafter. ployer rate. 24%%; 10- 12% rate, 2%; 12-15%, exceed $5 per 
granted by rate, 1} 16%, 15% or more, rate, 1%; week. 
administra- minimum, 1%. 
tor. 

i em- #,1936. 15thofmonth. Total 1%, 1936; None None None 50% of wages. $15 per week. $5 per week. 
at a 7 %, 1937 Advisory Council to study problem and 
eXces 3%, thereafter report by March 1, 1939; no rate to 
00 2 be less than 1%. 
$502 : 
0, 1936. 20thof month. 6 0.9%, 1936; None None After 1938, Commission determines 50% of wages. $15 per week. $7 per week. 
8%, 1937; Provision for em- merit rating for reserve or guaranteed 
2.7%, 1938, 1939 ployee contribu- employment account adequate to 
and 1940; merit tion declared maintain them at amount equal to 
rating thereafter. clerical error by limiting provisions of law. After 1940, 
Attorney Gen- Commission determines merit rating 
eral. on employer’ s contribution and bene- 
fit experience; minimum, 0.7 %; max- 
imum, iy 7%; average for all employ- 
ers, 2.7 
¥ 5 6 0.9' oe None, 1936; None None 50% of wages. $15 per week. $7.50 per week. 
1.87, 1.0%, 1937; The Board is to study the feasibility of a 
2.79 Phen: 1.5% thereafter. merit rating system and report to the 
(On first $3000 General Assembly not later than Feb. 
of annual wage.) 15, 1941. 
a 
ata 4 5 6 3% during an em- None None’ After an employer subject to act for 2 50% of wages. $18 per week. $6 per week. 
000 a ployer’s first 2 years, when reserve per employee is 
ore. years of contribu- less than $75, contribution rate, 3%, 
tions; based on re- $75 to $100, rate, 1%; $100 or more, 
serve ratio there- no contribution. 
after. 
. 5 6 2% in 1936; and 3% 1% None After 1940, Commission determines 50% of wages. $15 per week. None 
in 1937 (but may be merit rating on employer’s benefit and 
2% according to contribution experience; minimum, 
Federal Reserve 2%; average, approximately 3%. 
production index); 
3% in 1938, 1939 
and 1940; merit 
rating thereafter. 
_—_——}——— ry = 
e at B15, 1934, Monthly Total 2% from July 1, None None After 1937, reserve 74-10%, contribu- 50% of wages. $10 if wages $5 per week. 
$250 on day 1934, through tion rate 1%; reserve 10% or more, less than 
| OF specified by 1937; thereafter no contribution. Such merit rating $25; $12.50 
3 eX commis- standard rate based upon other specified require- if wages be- 
rm: sion. 2.7%; merit rat- ments in law. Maximum rates based tween $25 
Dec. ing provided. upon employer's reserve as provided and $30; 
the in law: 1939, 3.2%; 1940, 3.7 %; 1941 $15 if wages 
sat and thereafter, 4%. $30 or 
alid. more. 
le. lon not yet available. Information not yet available. 7‘‘Total’’ for 1936 only. Manner thereafter, not yet decided. 
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RANCE AS OF MAY 25, 1936 























total unemployment bene- 
fits. 


weeks within 
52 weeks; 2 
weeks’ partial 
unemployment 
counted as one 
week total un- 
employment. 


Benefits Ratio of Benefit Week to 
Employment Duration of Previous Employ: 
Qualification 

Minimum Partial Unemployment Benefits Begin Period Waiting Period Ordinary Addition 
None Wages plus partial benefits to January 1, 1938. 26 weeks’ employ- Total or partial 1 to 4 within 1 to 20 wi 
equal $2 more than weekly ment within 52 benefits: 3 104 weeks. 260 wee 

total unemployment bene- weeks or 40 weeks within 

fits. within 104 52 weeks; 2 

weeks. weeks’ partial 

unemployment 

counted as one 

week total un- 

employment. 

per week. Wages plus partial benefitsto January 1, 1938. 26 weeks’ employ- Total benefits: 4 1 to 4. No provis 

equal weekly total unem- ment within weeks within 12 

ployment benefits. year. months through 

1938-1939; 

thereafter 3 

weeks. Partial 

benefits; no 

waiting period. 
None Wages plus partial benefits to January 2, 1938. 13 weeks’ employ- Total or partial 41.to 3 within 1 to 20 wit 
equal $2 more than weekly ment within 52. benefits: 3 104 weeks. 260 wee 








per week or Wages plus partial benefits to 


April 1, 1938. 


20 weeks’ employ- 


Total or partial 


1 to 4 within 


No provis 
















































3% wages, equal weekly total unem- ment within 52 benefits: 2 104 weeks. 
whichever is ployment benefits. weeks. weeks’ total or 

less. partial unem- 

ployment with- 
in 13 weeks. 

b per week. No provision. January 1, 1938. 90 days’ employ- Total benefits: 4 1 to 4 within 1 to 18 wit 
ment within 52 successive weeks 104 weeks. 6 years; 
weeks or 130 within 1 2 ter the 
days within 104 months; 1 week exhaust 
weeks. of partial unem- 1 to 26 

ployment which « 
counted as % ployee c 
week of total tributed 
unemployment. 

None Wages plus partial benefits to April 1, 1938. 13 weeks’ employ- Total benefits: 2 1 to 4 within 1 to 20 wit 
equal weekly total unem- ment within 52 weeks’ total un- 104 weeks. 260 wee 
ployment benefits plus one- weeks. employment 
sixth of wages. within 13 weeks. 

Partial benefits: 
no waiting pe- 
riod. 
wages $10 Wages plus partial benefitsto January 1, 1938. 60 days’ employ- Total or partial 1 to 4 within 1 to 24 wit 
week or less, equal $2 more than weekly ment within 52 benefits: 104 weeks. 6 years 

70% of wages, total unemployment bene- weeks. weeks but fur- maximt 

benefits not to fits, but not exceeding 60° ther require- of 10 wee 

exceed $5 per of earnings for full-time em- ments provided 

week. ployment. in law. 

5 per week. No provision. January 1, 1938. 90 days’ employ- Total benefits: 3 1 week to 15 No provisi 
ment within 12 weeks, but not days within 
months or 130 more than 5 52 weeks. 
days within 24 weeks within 
months. calendar year. 

per week. Wages plus partial benefitsto January 2, 193s. 26 weeks’ employ- Total or partial 1 to 4 within No provisi 
equal weekly total unem- ment within 52 enefits: ; 104 weeks. 
ployment benefits; but no weeks or 40 weeks within 
partial benefits of less than within 104 52 weeks; 1 week 
$2 paid. weeks. partial unem- 
ployment 
counted as % 
week of total un- 
employment. 

7.50 per week. Wages plus partial benefitsto January 1, 1938. 26 weeks’ employ- Total or partial 1 to 4 within 1 to 20 wit! 
equal $1 more than weekly ment within 52 benefits: 104 weeks. 260 week 
total unemployment bene- weeks or 40 weeks within 
fit. within 104 52 weeks; 1 week 

weeks. of partial unem- 
ployment 
counted as % 
week of total 
unemployment. 

6 per week. No provision. January 1, 1938. 20 weeks’ employ- Total benefits: 2 1 to 3 within No provisi 
ment within 52 weeks within 13 52 weeks. 
weeks. weeks. 

None Wages plus partial benefits to January 1, 1938. 26 weeks’ employ- Total or partial 1 to 4 within 1 to 16 witl 
equal $1 more than weekly ment within 52 benefits: 6 104 weeks. 260 week 
total unemployment bene- weeks or 40 weeks within 
fits. within 104 52 weeks; 1 week 

weeks. of partial unem- 
ployment 
counted as % 
week of total un- 
employment. 
S per week. Wages plus partial benefitsto July 1, 1936,em- 4 weeks’ employ- Total benefits: 3 1 to 4 within No provisic 


equal or exceed weekly to- 
tal unemployment benefits, 
as further specified by law. 


ployer’s benefit 
liability begins 
based on ensu- 
ing employ- 
ment. 


ment by given 
employer. 


weeks within 52 
weeks per em- 
ployer. Partial 
benefits: 1 week 
within 52 weeks 
per employer. 


52 weeks 
when benefit 
rate is $10 a 
week; 1 to 5 
hen benefit 
te is $12.50; 
to 6 when 
; 2nefit rate is 
15 per week. 














Benefit Week to 
Previous Employment 


ry Additional 
ithin 1 to 20 within 
s. 260 weeks. 


No provision. 


ithin 1 to 20 within 
s. 260 weeks. 


ithin No provision. 
Ss. 


1 to 18 within 
6 years; af- 
ter these 
exhausted, 
1 to 26 for 
which em- 
ployee con- 
tributed. 


ithin 1 to 20 within 
cS. 260 weeks. 


1 to 24 within 
6 years to 
maximum 
of 10 weeks. 


» 15 No provision. 
ithin 


ithin No provision. 


“Ss. 


ithin 1to 20 within 
cS. 260 weeks. 


ithin No provision. 


ithin 1 to 16 within 
cS. 260 weeks. 


No provision. 


Maximum Duration of 
Ordinary Benefits 


16 weeks within 52 weeks. 


For 52, not exceeding 103 


weeks of contributions, 13 
weeks of benefits within 12 
months; for more than 103 
contributions, 20 weeks 
within 12 months. 


16 weeks within 52 weeks. 


15 weeks within 52 weeks. 


weeks within 52 weeks. 


2 weeks within 52 weeks. 


weeks within 52 weeks. 


weeks within 52 weeks. 


5 weeks within 52 weeks. 


20 weeks within 


16 weeks within 12 months. 


15 weeks within 52 w 


10.4, or 13 weeks for con- 
ecutive unemployment 
based upon applicable ratio 
provisions. (But between 
14 and 20 weeks within any 
52 weeks as computed un- 
der ratio provisions.) 


State 
Administrative 
Agency 
ALABAMA 
Unemployment 
Compensation 
Commission. 


CALIFORNIA 


Unemployment 
Reserves 
Commission. 


DISTRICT 

OF COLUMBIA 
Unemployment 
Compensation 
Board. 


INDIANA 

Unemployment 

Compensation 

Board (in State De- 
partment of Treas- 
ury). 


MASSACHUSETTS 
Unemployment 
Compensation 
Commission. 


MISSISSIPPI 
Unemployment 
Compensation 
Commission. 


NEW HAMPSHIRE 


Commissioner 
of Labor. 


NEW YORK 
Industrial 
Commissioner. 


OREGON 
Unemployment 
Compensation 
Commission. 


RHODE ISLAND 


Unemployment 
Compensation 
Board. 


UTAH 
Industrial 
Commission. 


WASHINGTON 


Unemployment 
Compensation 
Commission. 


WISC N 
Industrial 
Commission. 














EXCHANGE’S RECOMMENDATIONS 
AS TO EARNINGS STATEMENTS 


The Committee on Stock List, of the New York 
Stock Exchange, issued the following statement on 
April 21, 1936: 

“The Committee on Stock List, as of March 23, 1936, 
sent a letter to all listed industrial and utility companies 
that report earnings more frequently than once a year, re- 
questing that twelve months’ statements, issued quarterly, 
be substituted for straight quarterly reports to which the 
public has become accustomed. Objections raised by a large 
number of investors as well as by some corporations has 
prompted the committee to reconsider the entire question 
and to amend its previous recommendation. There is an 
evident desire on the part of investors to have quarterly 
earnings statements issued in the same form as in the past. 
The committee is now requesting that corporations continue 
to publish quarterly earnings statements in the same man- 
ner as heretofore. If they are also prepared to publish 
twelve months’ reports at quarterly intervals, the committee 
would consider such additional reports to be of great value 
to the investing public. 

“The exchange has long urged the publication of fre- 
quent earnings statements. It has not been unmindful of 
the various objections that have been raised against this 
policy; it has recognized that quarterly income statements 
are often based upon estimates and allocations; that the 
relative importance of these elements is greater as the period 
covered by the statement is reduced, and that there is danger 
that investors may assign a disproportionate value to securi- 
ties on the basis of indicated earnings for a short period. 
The exchange has recognized also that the earnings for 
particular short periods may be affected by exceptional 
transactions and special conditions. Nevertheless, the ex- 
change has felt that, on the whole, the publication of fre- 
quent statements was in the best interests of investors. 

“For many years the most common form of statement by 
commercial and industrial corporations was that covering 
quarterly periods, and the exchange has exerted its influ- 
ence ceaselessly to encourage publication of such statements. 
However, notice has been taken of the more recent practice 
on the part of some corporations to issue quarterly state- 
ments covering operations for a full year. The advantage 
of this method, as indicating a truer trend of earnings, is 
apparent. It is desirable, of course, that investors take into 
consideration the course of earnings for at least a year, 
rather than to attach exaggerated importance to those for 
briefer periods. It was with this thought in mind that 
the committee recently asked listed companies to submit 
twelve months’ statements quarterly. The committee is now 
inviting the attention of listed companies to the desirability 
of issuing both forms of report, viz.: straight quarterly 
statements along with statements made quarterly on a 
twelve months’ basis.” 


Fifth Annual Meeting Controllers Institute of America, 
October 5, 6, 1936, New York City. 


The Controller, June, 1936 



























































Business loses hundreds of thousands of dollars ev« 
because stolen stamps can be sold easily by anybody fc 
and because they are accepted by reputable concerns 
ment for merchandise. The only practical and unk 
way to prevent this loss is to stop using stamps—and 
stitute Metered Mail. 


This mailing system, by means of the Pitney-Bowe 
age Meter Machines, protects you completely against 
postage through dishonesty and carelessness. It enab 
to print the Meter Stamp—the modern substitute 1 
postage stamp—on your letters, circulars and parce 
These Meter Stamps are not negotiable and have nc 
except on your mail. The Postage Meter Machine al 
prints the postmark and a trade-mark or slogan, se 
envelopes, and audits the postage account. 


There is no way of beating this system. It is complete 
tion... . and more.... it also cuts the cost of mailir 
motes prestige, saves time in transit, gets better results. 


Let us send you a confidential report on the stolen stamp 
how it levies an unsuspected tax on business, methods follc 
beat protective systems and a guide to complete protection. 
of the disclosure of methods used, this report in booklet | 
offered only to responsible executives who will write for it ¢ 
business letterheads, signing name and title. 


PITNEY-BOWES MAILING EQUIPM 
Distributed b 
THE POSTAGE METER I si Sapa em Street, Stamford 


Offices in Principal Cities 


The New Pitney-Bowes ——— orn, it 


“Multi” Denomination 

Postage Meter Machine METERED MAIL 
handles letters, > — 
mailing cards, catalogs, . 
a a classes of ‘Artention! 
mail. Ina single, swift op- 

eration, it imprints the 
Meter Stamp (6 denomina- 
tions), adds a trade-mark 
or slogan, postmarks, seals 
envelopes, audits the post- 
age. This model and other 
Pitney-Bowes Postage 
Meter Machines will meet 
the needs of any business. 
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of dollars every year 
by anybody for cash, 
ble concerns as pay- 
ical and unbeatable 
stamps—and to sub- 


Pitney-Bowes Post- 
etely against loss of 
ness. It enables you 

substitute for the 
rs and parcel post. 
and have no value 
tr Machine also im- 
r slogan, seals the 


It is complete protec- 
cost of mailing, pro- 
2r results. 
e stolen stamp racket, 
methods followed to 
e protection. Because 
rt in booklet form is 
1 write for it on their 
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street, Stamford, Conn. 
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Earnings Tax 
(Continued from page 135) 
the uncertainties, injustices and dan- 
gers of the plan, but my time will not 
permit, so I pass to the next question: 


ALTERNATIVE PLANS 

One alternative, but the least likely 
to be adopted in-an election year, is 
to broaden the base of the income tax. 
The Treasury estimates for 1936 are 
that of $36,000,000,000 of individual 
incomes, $22,000,000,000 will be non- 
taxable, and $6,000,000,000 will be 
taxable incomes of $5,000 or under, 
with only $8,000,000,000 of incomes 
of more than $5,000. In other words, 
almost 80 per cent. of this income will 
be received by those with $5,000 or 
less of taxable income. This is the 
field which would be reached by the 
proposal such as has been made by 
Senator La Follette and others to re- 
duce income exemptions and slightly 
increase the lower rates. There seems 
no possibility of a permanent plan for 
raising the revenues required to meet 
Government's expenditures and pay off 
Government debt except by some such 
plan. One of the plans proposed at this 
time has been to increase the normal 
tax from 4 per cent. to 5 per cent., but 
this is not popular in an election year. 

Another plan has been to increase 
the flat corporation tax to an amount 
which would yield the full $620,- 
000,000 desired. This, however, 
would mean about a 60 per cent. or 
more increase in corporate tax rates 
and there is the real fear that this 
might prove a definite deterrent to 
business progress so that the increased 
tax might not yield the increased rev- 
enues. 

There has been the suggestion of ad- 
ditional excise or processing taxes. 
Even the suggestion of a general sales 
tax. We may have to come to these 
but Congress seems convinced that they 
should not be imposed at the present 
time. 


SOME STATEMENTS OF 
FOREIGN SUBSIDIARIES 
MAY BE OMITTED 

The Securities and Exchange Commis- 
sion has amended its rules to provide that 
issuers filing registration statements on 
Form A-2 may, under certain eonditions, 
omit the financial statements of a foreign 
subsidiary. 


The Controller, June, 1936 


The conditions are that the registrant 
shall have set up a specific reserve against 
loss on the investment in substantially the 
full amount at which the investment is 
carried; that no income shall have been 
taken up from the subsidiary directly or 
indirectly during the last three fiscal years; 
and that the subsidiary be organized and do 
the principal part of its business in a coun- 
try where governmental restrictions pro- 
hibit or seriously impede the withdrawal 
of income. 

When the financial statements of a for- 
eign subsidiary are omitted pursuant to the 
amendment, the registrant is required to 
state certain facts, including the amount of 
the investment, the source of the reserve, 
and the date when it was allocated to the 
particular purpose. 


NINETEEN FORMS FOR 
GOVERNMENT AGENCIES 


A list of nineteen forms of reports which 
must be filled out by owners of income 
producing properties or their agents, in 
New York City, has been compiled by Mr. 
H. Robert Mandel, of the Chelsea Manage- 
ment Corporation. Some of the Federal, 
State and City documents must be filled out 
monthly. 

The compiling of the list was suggested 
by the arrival of unemployment insurance 
forms. Mr. Mandel commented that it is 
interesting if not disturbing to review the 
list: 

1. Federal Income Tax (Corporation). 

2. Federal Income Tax (Personal). 

3. Federal Information Returns (Forms 
1096 and 1099). 

4. Federal Tax Returns (Forms 1013 and 
1042). 

5. Information Report on Properties for 
Board of Assessors. 

6. State Income Tax Information (Forms 
101 and 102). 

7. State Income Tax Returns (Personal). 

8. Franchise Tax Returns (Real Estate 
Corporations). 

9. Franchise Tax Returns (Business Cor- 
porations). 

10. Capital Stock Tax Returns. 

11. Real Estate Brokers License Renewal 
Forms. 

12. Insurance License Renewal 
(Corporate). 

13. Insurance License 
(Individual ). 

14. Application for Reductions in Prop- 
erty Assessments. 

15. Utility Tax Returns on Submetered 
Current (Monthly). 

16. Sales Tax Returns on Electricity to 
New York City (Monthly). 

17. Sales Tax Returns on Electricity to 
Utility Companies (Monthly). 

18. U. S. Department of Labor Informa- 
tion Returns. 

19. Unemployment Insurance Forms. 

“And the end is not yet,” Mr. Mandel 
added. 


Forms 


Renewal Forms 
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COMPOSING | 
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@ You will find on 
that the Vari-Type 
machine used in con 
a photo offset pre: 
stencil duplicator 

you with the SAVIN 


and time. 


@ Why not create | 
Room in your Busin 
with machines that 
your printing and 


costs enormously ? 


@ It will cost you not 
our claim. Doing so 


a big profit. 


Write or Telephone 
and Specim 


RALPH C. C¢ 
CORPORA 


Manufactur 


17 Park Pla 
NEW YORK. 
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action ? 


ill find on investigation, 
Vari-Typer composing 
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inting and duplicating 
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C. COXHEAD 
YRPORATION 


Manufacturers 


17 Park Place 
NEW YORK CITY 














Termination Report Form Adopted by 
Oregon Unemployment Commission 


Form for Employe’s Identification Record Also Promulgated as Proce- 
dures Under State Law Are Defined—Payments Must Be Made by Twenti- 
eth of Each Month, for Previous Month—Based Largely on California Plan. 


REGON has made excellent prog- 
ress in Setting up machinery for 
administration of its state unemploy- 
ment insurance law. The procedures 
are described here, and some of the 
forms to be used are reproduced. This 
information will be useful to em- 
ployers everywhere; to state officials 
charged with setting up procedures for 
similar laws; and to controllers who 
may be called on in other states to as- 
sist the commissions in this work. 


—THE Epiror. 


The State Unemployment Compen- 
sation Commission of Oregon has ar- 
rived at a working basis in administer- 
ing its law. Printed instructions and 
forms have been issued to cover most 
of the situations created by the law. A 
book of information and instructions, 
32 pages long, has been distributed to 
employers and others. 

One of the forms is an application 
for registration by an employer. A 
question in this form is whether the 
applicant claims exemption from the 
provisions of the law; another asks for 
the location, address, and number of 
employees in each separate plant or 
operation; another asks the total of all 
employees, including salaried corporate 
officers; and the names and addresses 
of subsidiary corporations operating in 
the state, are required. 


CONTRIBUTION REPORT 

The employer's monthly contribu- 
tion report is most interesting. It will 
appear in the July issue. In distrib- 
uting the contribution reports to reg- 
istered employers, the commission said 
in a circular letter: 

“Employers are required to make a 
separate Contribution Report for each 
month commencing with the month of 
January, 1936. 


“The Contribution Reports for the 
months of January, February, March, 
and April, 1936, together with the 
contributions due thereon, are to be 
forwarded to the office of the Com- 
mission at Salem, Oregon, not later 
than May 20, 1936. 

“Thereafter, Contribution Reports 
are to be made to the Commission 
monthly and are to be forwarded to 
the office of the Commission at Salem, 
Oregon, with the contributions due 
thereon, not later than the 20th day 
of each month, for the preceding 
month.” 


TERMINATION REPORT 

There is a form for a termination 
report, for use if an employee has 
worked sixteen weeks or less; and an- 
other form for a supplemental termina- 
tion report, for use if an employee has 
worked more than sixteen weeks. Both 
of these forms are to be executed in 
triplicate, one copy going to the Com- 
mission, one to the employee, and one 
being retained by the employer. Thé 
form of termination report is repro- 
duced on page 145. The supplemental 
termination report is practically the 
same, with the same column headings, 
but it has spaces for 104 weeks. 

A few of the instructions to be fol- 
lowed in preparing a termination re- 
port are given here; the numbers refer 
to the numbered questions in the form: 


9. Signature must agree exactly with 
name as appears in line 3 of this form. If 
for any valid reason signature of employe 
is not obtainable, a copy of Employe’s Iden- 
tification Record, bearing employe’s signa- 
ture, must be attached in lieu of signa- 
ture of employe. If employe is unable to 
write, it should be so noted. If em- 
ployes have been separated from their jobs 
prior to the receipt of Termination Re- 
ports by the employer and signatures are 
not obtainable, the Commission will accept 


Termination Reports for this group with- 
out employes’ signatures for the months of 
January, February and March, 1936. 

10. Describe here the exact type of work 
performed by the employe. For example, 
such as Watchman, Waitress, Office Clerk, 
Machine Worker, Foreman, etc. If there 
has been a change in the nature of the work 
during the period covered by this report, 
please indicate. 

11. “Regular employment’ means steady 
and continuous employment. “Irregular 
employment’? means employment in which 
it is customary to operate at irregular pe- 
riods. “Seasonal employment” means where 
it is customary to operate during the reg- 
ular recurring period or periods of less 
than one year, such as seasonal workers in 
canneries. 

12. Subsection (e), section 3, on page 8 
of the law, defines a short-time worker as 
follows: ‘An employe who for reasons per- 
sonal to himself is unable or unwilling to 
work usual full time and who customarily 
works less than the full time prevailing in 
his place of employment shall register as 
a short-time worker in such manner as the 
Commission may prescribe.” 

13. There should be shown here the 
number of hours the employe is engaged 
in a normal full-time week exclusive of 
any overtime. 

14. There should be shown here aver- 
age weekly earnings in normal full-time 
week, exclusive of any overtime. If dur- 
ing the period covered by this Termina- 
tion Report there has been an increase or 
decrease in the average weekly wage, in- 
dicate date of change and rate of wage. 
Employes on a fixed monthly salary will 
be deemed to have worked full-time nor- 
mal weeks. To ascertain the average weekly 
earnings on a fixed monthly salary divide 
amount of such monthly salary by 26 and 
multiply the result by 6. 

15. Insert here the day employe actually 
started work, which means the date work 
began during the last period of employ- 
ment not covered by any previous Termina- 
tion Report. (If employment began prior to 
January 1, 1936, only report employment 
since that date.) 

16. Insert here the last day worked by 
the employe. 

17. (First and Fifth Columns.) Com- 
mencing with line 1 insert the date of the 
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last’ day of the first week’s employment and 
on the lines following, the date of the last 
day of the week in sequence for the entire 
period covered by this report. If during 
the period covered by this Termination Re- 
port there are temporary shutdowns of at 
least a week's duration, indicate such weeks 
by leaving that weekly line blank. For 
example, in case of a temporary shutdown 
where the employe has worked, say, the 
first two weeks in January, and work was 
discontinued for the entire third week end- 
ing January 18, and resumes work on 
January 20, which is the fourth week of 
the year, leave space, line 3, column 17, 
blank. If pay roll is computed on a fiscal 
week, insert the date of the last day of 
such fiscal week. If pay roll is computed 
on a monthly basis, this termination record 
must be recorded by calendar weeks. A 
“calendar week’ means the period com- 
mencing at 12:01 o'clock a.m. Sunday and 
ending at 12 o'clock midnight the follow- 
ing Saturday. 

18. (Second and Sixth Columns.) Insert 
here the total number of hours employe 
worked during each week. 

19. (Third and Seventh Columns.) This 
column is to be left blank—for use only 
by office of Commission. 

20. (Fourth and Eighth Columns.) In- 
sert here total wages earned during each 
week, which totals shall include, in addi- 
tion to cash payable to employe, all remu- 
neration paid or allowed in any medium 
other than cash, such as board and room, 
house rent, commissions and the like. 


Name of employe... 
(PLEASE PRINT) 


VC ft a 


The Controller, June, 1936 


IDENTIFICATION RECORD 


The employe’s identification record 
is a part of the machinery. This form, 
or the information portion of the 
Termination Report, must be filled in 
at the time each employee begins work. 
The form is shown on this page. The 
instructions for preparing the form 
read: 


This form is for use by those employers 
who do not wish to fill in the information 
portion of the Termination Report when 
the employe begins work. It contains the 
identification information necessary for the 
completion of the Termination Report. 
Either this form or the information portion 
of the Termination Report must be filled 
in at the time each employe begins work 
and for all employes on the employer’s 
pay roll when the form is received by the 
employer. 

Be sure that all questions are accurately 
answered and that the employe signs the 
form. If he cannot sign his name, note this 
fact. 

The employer must have either this form 
or the information portion of the Termina- 
tion Report filled out for each employe on 
his pay roll. The employer must carefully 
preserve this form or the Termination Re- 
port, if it is used for identification infor- 
mation. 

The information on this form is neces- 
sary in order that the Termination Report 
may be completed. This information is 


needed by the Commission to identify em- 
ployes who file claims for benefits. 

All information on this form must be 
copied on the Termination Report before 
it is sent to the Commission. 

If it is impossible to get employe’s sig- 
nature on the Termination Report, attach 
this form to the Termination Report before 
sending Termination Report to the Com- 
mission. 

Use care that the employe does not 
change his name or the spelling of his 
name. This will prevent confusion in the 
office of the Commission. 

The employer may make out this form in 
duplicate, if he desires. 

Much of the material contained in 
the Oregon regulations, including the 
forms, follows closely the California 
regulations and forms, in the prepara- 
tion of which a committee of control- 
lers participated. The committee was a 
part of the San Francisco Control of 
THE CONTROLLERS INSTITUTE OF 


AMERICA. 


Fifth Annual Meeting of Controllers 
Institute of America will be held Oc- 
tober 5 and 6, 1936, in New York 
City. Controllers are asked to have 
those dates in mind in planning their 
vacations, and thew business trips to 
New York. MARK THE DATES ON THE 
CALENDAR. 





STATE UNEMPLOYMENT COMPENSATION COMMISSION 


STATE OF OREGON 


| EMPLOYE’S IDENTIFICATION RECORD 


Employe’s 


Registration Now | 
For commission use 
Leave blank ) 








(First name) 





Date of birth Bere os bin, 
(Month) 


(City) 


(Year) 





Place of birth. ’ 
(City) 


Name of 
employer ...... 





1S SS EE nc Sateen eC 


(County) 


(Middie name or initial) 





(State) 


Married or single.............. 





(State or country) 





(As registered with the commission) 


See Instructions on Reverse Side 


Employe’s signature (for identification) 











em- 


fore 


sig 


tach 
fore 
om- 


not 
his 
the 


1 in 


ers 
Dc- 
ork 
ave 
Ir 

to 
HE 
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This form, U-27, for use when employe 
is separated 


1. Report No 





2. Employe’s 


from his employment Registration No 





For commission -_ 
Leave blank 


STATE UNEMPLOYMENT COMPENSATION COMMISSION 
STATE OF OREGON 





TERMINATION REPORT 








» ANSIO OR Grip beige 5 ee ee 
(PLEASE PRINT) (Last name) 
4. Address 


Ww 


(First name) (Middle name or initial) 





























(Street and number) (City) (State) 

5. Date of birth G Sen ee 7; Moesied 08 singlen 
(Month) (Day) (Year) 
8. Place of birth... Sa. eee ee a sccepa te ceate Es. a eee eee eee 
(City) (County) (State or country) 
| eee See ean aoe 
Employe’s signature (for identification) 
10. Type of employment 
(Position or nature of work) 

11.. Was the employment regular, irregular or seasonal ?......:::.<:sssccssscescoeseseseecsseccensettocticcsce , 


12. Was employe short-time worker as defined in subsection (e), section 3 of law? 
13. Number of working hours in normal full-time week 
14. Weekly carnitias in noritnal: full-time wee les... c....-:<iscecssssssssasseccassesssssscsecentdseterséetstessentomsnmeas 


15. Date began work 





a 














16. Date work terminated............ reais 





(January 1, 1936 or After) 


RECORD OF EARNINGS 
Beginning on or after January 1, 1936 


Use following space if employe has worked 16 weeks or less. 


If employe has worked more than 16 weeks answer Ques- 


tions 3 to 16 on this form and use Form U-27A (Supplemental Termination Report) for record of earnings. 
































es. | 18 #19 | 20 | 17 | 18 | #19 20 
Date Hours | Weeks Wages earned | Date Hours Weeks Wages earned 
| week worked of during week. | week worked of during week. 
ends during | employ- Include all | ends during | employ- Include all 
2. Serer week ment | remuneration | 193........ week | ment remuneration 
| | | 
Bel cscs ccxscissases | vovenesatcsies | aeoeeeeeeaacee Me > acy pastesk cacectaavavevees Lexacaeviss PE arcscasieecace | ocanecconse Potatoes Dadcicsxccpcicccasaccaabianate Ruapaavalie 
| 
| | 

Dieses vats casatcd [Nectat gacee te leg sx seesesseoe [eases aevepuaua raps owed caneuralMonaataates || BOW cccciccccscokscan'| acodosesesceset) eecacocesiaten h toe oneenemenadenaaats Neat 

| | | | 

Dl iissseduertoreacnse I escdusseeusace:|aduonseeat onan | acvanessbeesnevadvudscasccsaeendl| Secceantve * Columns GE cccdedes ccicsévnas'| casdccoucaneed | ovemcacsecslest cedacdasesenecaptussnecinadeiees baeeasean a 

| | 
19 for | | 
ADL ivcvavatsegaysuas Uazcnussscased | wateatacevance'| ascovad Geuctncaudeuswen caxsevcas) Poasuededsi " nee MU asacececcuasats due) snceicheseusniens exagsaotaveuss I cactucatesagaceooutaiaaraaannne lcéeansecs 
j | Commission i | 
| | | 
ME, LERREBAES, CRANE (PR ARI Lee a a See ee ee Ce Rien 
| | blank | | | 
| ‘ 
ON eaieaccedesccdcaa: lh desuescedicces|-vasensnaawesay tai cuoeas chee enasnactaatiaveewe Vanaeadieoes I BOE ccicccccsdvdeovs | ctcomsasuonnce | eamboucsebacen bekeugsaseasaetaaiomeeesenneeten 6 ananan 
| | | | 
j i | ! 

SPA vasadasecneaevass Hc sackastésecan | couzetaudapazel Passanasansweccadticerntsquvesae Voces tees US | ccvcnsacccdscsene | vies cdssncdeos Laadesseeavtuge | coveseoectsiacncees neues Paani 

| | ] 

ECR E eer (RPP aD aes) Cre-rrt re crrry Creat rer a cmaE ena aren | eae apeae BGG snes sccencisedesc|:ahvccvosesasvs | <nessvencnvaas: i esadenescosuauasssbatmenelinncen Fanmeeatie 
Employer's 
registration 

Name of employer. HUMINOS Gatco 
(As registered with commission) 
Present address a pre 
(Street and number) (City) (State) 


I hereby certify that the above pay roll information is correct and complete and that the above record of earnings 


cludes only services performed subject to the Unemployment Compensation Law of Oregon. 


nished the employe with his copy of this report. 


Signed at 








Send this copy to 
State Unemployment Compensation Commission 
Salem, Oregon 











I further certify that I have <ur- 








op WOES Sa day 08... ceed es , 193 
Name of 
employet........... 
1; ae = 
(Title) 


READ INSTRUCTIONS BEFORE 
YOU FILL OUT THIS FORM 
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Social Security Board Answers Question 
Asked by Institute Member 


In accordance with the invitation 
extended by Honorable John G. Win- 
ant, chairman of the Federal Social 
Security Board, to members of THE 
CONTROLLERS INSTITUTE OF AMER- 
ICA, to submit questions to him through 
The Institute with respect to adminis- 
tration of the Social Security Act. A 
member of The Institute recently pro- 
pounded this question: 


Question: 

In subsequent years when an employee 
applies for benefits under the Unemploy- 
ment Insurance Law, will employers be 
required to supply detailed information 
on said employee to the Administrative 
Authorities? If so, what information will 
be required? 

The reason we are bringing forth this 
question is because every day we receive 
circulars from printing houses stressing 
the necessity of keeping detailed person- 
nel and employment records on each em- 
ployee. We are unable to find any place 
in the law or Regulation 90 which states 
that detailed personnel records are neces- 
sary, and we are wondering if such reports 
will actually be required under either 
State or Federal laws or whether the 
printing companies are just trying to 
capitalize on the situation and sell their 
forms. 

Our thought is that if detailed person- 
nel and employment records are required 
we should like to get started on them 
during the slack summer months. 


The reply which came from the So- 
cial Security Board reads: 
Answer: 

Employers should clearly differen- 
tiate between their obligations under 
Title IX of the Social Security Act 
and under state unemployment com- 
pensation laws. 

The former levies an excise tax upon 
employers of eight or more for twenty 
weeks, against 90 per cent. of which 
tax, employers may credit contributions 
paid by them under approved state un- 
employment compensation laws. 

On December 20, 1935, Treasury 
Decision 4616 was issued by the Secre- 
tary of the Treasury, describing the 
records employers are required to 
maintain under Title IX of the Social 
Security Act, and providing in sub- 
stance that employers shall maintain 
such records as will enable the Com- 
missioner of Internal Revenue to deter- 
mine whether they are subject to the 


tax, and if subject to the tax, the 
amount thereof. No particular method 
of accounting or form of record is pre- 
scribed. Each person may adopt such 
records and such methods of account- 
ing as best meets the requirements of 
his own business, provided that they 
clearly and accurately show the infor- 
mation essential to enable him to make 
a proper return in the prescribed form. 
These requirements are applicable ir- 
respective of whether or not benefits 
are payable under state unemployment 
compensation laws. Questions con- 
cerning the tax levied by Title IX of 
the Social Security Act should be ad- 
dressed to the Commissioner of Inter- 
nal Revenue. Copies of Treasury De- 
cision 4616 may be secured from the 


United States Government Printing 
Office, from the Bureau of Internal 
Revenue or from any Collector of In- 
ternal Revenue. 

The information that will be re- 
quired from employers under state un- 
employment compensation laws will, 
of course, be determined by the pro- 
visions of the applicable law. It is 
true that state agencies administering 
state unemployment compensation laws 
will require information not only con- 
cerning the prior employment of an 
applicant for benefits, but also con- 
cerning the wages with respect to 
which contributions are required. The 
Social Security Board is now cooperat- 
ing with the state agencies to assist 
them in formulating the most efficient 
methods of securing such information 
with the minimum burden upon em- 
ployers. 


Commission's Powers Limited in Prescribin oe 
Accou nting Methods 


A decision of importance to public 
utility companies was handed down 
May 18 by the Court of Appeals of the 
State of New York, in which the court 
held that the Public Service Commis- 
sion could not give orders enforcing a 
uniform method of accounting without 
a hearing, that they were subject to 
court review, and that the commission 
could not compel public utilities to 
segregate their capital accounts to show 
the “original’’ cost of property ac- 
quired from predecessor utilities, nor 
require the “‘straight-line” method of 
depreciation. 

The New York Herald-Tribune 
stated that the decision, which was 
unanimous, affirmed a ruling of the 
Appellate Division, 3d Department, in 
favor of thirty-eight utility corpora- 
tions, including the New York Edison 
Company, which fought the Public 
Service Commission’s uniform account- 
ing orders by certiorari. 

“We agree with the Appellate Divi- 
sion in its construction of the orders 
of the Public Service Commission,”’ the 
Court of Appeals held in a per curiam 
opinion. ‘On that construction the 
orders were more than general admin- 
istrative or legislative rules. They di- 


rectly interfered with private property 
rights of these respondents. Such an 
order may be made only after a hear- 
ing, and since it involves a judicial 
act, is subject to review on certiorari. 

“Nothing here decided limits the 
power of the commission to prescribe 
uniform methods of keeping accounts, 
records and books. Under that power 
all the information here sought could 
have been elicited from the respond- 
ents by directions of the commission 
that would have been open to none 
of the objections to its present orders.” 

In its decision, sustained by the 
ruling of the Court of Appeals, the 
Appellate Division held that the Pub- 
lic Service Commission did not have 
the power to require gas, electric, gas 
and electric, steam or water corpora- 
tions to show in their books the “‘orig- 
inal” cost of property acquired from 
predecessor utilities in the manner set 
forth in the uniform system of keeping 
accounts and that such requirements 
would confiscate a portion of the prop- 
erty of the utilities. 

The Appellate Court also held that 
the commission had no power to adopt 
the ‘‘straight-line’’ method of deprecia- 
tion for accounting purposes. 
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Plans for Fifth Annual Meeting of 
Institute Well Advanced 


Anniversary Approaches As Something of a Surprise Even to Those Long Affiliated 
With Organization—Committee In Charge, Headed by Wit1AM H. Parks, Plan- 
ning Suitable O bservance—Dates, October 5 and 6—Sessions in Waldorf-Astoria Hotel. 


“The fact that this year’s annual meet- 
ing of THE CONTROLLERS INSTITUTE 
OF AMERICA will be its fifth, comes as 
something of a surprise even to those of 
us who have been a part of the organi- 
zation since its first year,’ said Mr. 
W. H. Parks, chairman of the Com- 
mittee on Annual Meeting, at the first 
meeting of his committee on May 6. 

“It seems difficult to realize that our 
organization is nearly five years old, 
and that we already have compiled a 
record which is really the beginning 
of a historical background, but that 
is the case. We have matured, to a 
certain extent, and it is our task to ar- 
range a program for this Fifth Annual 
Meeting which will serve to impress 
not only our own members but the 
business community as a whole, and 
federal and state government officials, 
commissions and bureaus, with the fact 
that The Institute has reached its first 
important anniversary, with a member- 
ship that is both numerous and en- 
thusiastic; that it has a record of ac- 
complishment that is impressive; and 
that it has a program of undertakings 
laid out which will have an important 
bearing on the work of all controllers. 

“That handful of farsighted con- 
trollers of the larger companies of this 
country who responded to the sugges- 
tion that an organization of controllers 
be formed and who undertook to bring 
such an organization into being, has 
expanded to more than 600. This com- 
mittee, therefore, is charged with a 
heavy responsibility in arranging this 
coming national gathering and observ- 
ance of the Fifth Anniversary.” 


MEETING OCTOBER 5 AND 6 
The dates of the meeting are Oc- 
tober 5 and 6, 1936. The sessions will 
be held in the Waldorf-Astoria Hotel, 
New York City. 


Communications will be sent to 
members within a short time outlining 
the plans for the meeting and program, 
and asking suggestions concerning sub- 
jects, and arrangements generally. 

The committee expects that attend- 
ance will be large, and will make its 
plans accordingly. It is expected that 
last year’s record will be bettered, in 
view of the fact that nearly 200 new 
members have been elected during the 
year, and that three new Controls have 
been established, in Cincinnati, De- 
troit, and Los Angeles. 

“The annual meetings provide an 
opportunity for members to become 
acquainted,” Mr. Parks reminded his 
committee. ‘‘Many members of The 
Institute have said that the opportunity 
afforded by membership in the organi- 
zation, to become acquainted with 
others in the field of controllership, 
constitutes in their estimation one of 
the principal benefits of affiliating 
with the organization. That thought 
should prompt the committee to so ar- 
range the program of the Fifth Annual 
Meeting as to provide every oppor- 
tunity for the making of new acquaint- 
ances and for the strengthening of 
friendships already formed.” 

The committee approaches its task 
with the knowledge that developments 
during the year have created many new 
problems for the controller, and that 
there are many subjects to be discussed. 
A series of simultaneous luncheon dis- 
cussions of prepared topics is being 
considered, in addition to the general 
meetings. 


MAKEUP OF COMMITTEE 
The Committee on Annual Meeting, 
as it stands, is composed of: 
WILLIAM H. Parks, Royal Typewriter 
Co., Inc., Chairman. 
ALAN G. BENSON, New York City. 


H. F. ELBERFELD, Colgate-Palmolive- 
Peet Co. 

F. C. Exstos, International Business 
Machines Corp. 

CHARLES S. Hart, The Mennen Com- 
pany. 

MarTIN V. HENNE, Dun & Brad- 
street, Inc. 

EpwaArD C. Hor, American Brake 
Shoe & Foundry Co. 

JoHN W. Hooper, American Ma- 
chine & Foundry Co. 

THoMAS H. HuGues, General Printing 
Ink Corporation. 

L. W. JAEGER, Colonial Optical Com- 
pany, Inc. 

JOHN Novak, McCrory Stores Corp. 

E. B. Nutt, Standard Oil Company 
of New Jersey. 

ARTHUR OLSEN, Burns Brothers. 

W. HERBERT PALMER, Lowe Paper 
Company. 

J. E. Prescott, Chartered Investors, 
Inc. 

O. G. PRITCHARD, Simmons Company. 

F. H. Troup, RCA Manufacturing 
Company, Inc. 

P. A. WiLLouGuBy, John David, Inc. 


SUB-COMMITTEE CHAIRMEN 
Various sub-committee chairmen have 
been appointed as follows: 


Program and Speakers, Mr. H. F. EI- 
berfeld. 

Group Meetings, Mr. E. B. Nutt. 

Attendance, Mr. Alan G. Benson. 

Exhibits, Mr. John H. MacDonald. 

Reception, Major J. Calvin Shum- 
berger. 

Badges, Mr. F. C. Elstob. 

Hotel Arrangements, Mr. John Novak. 
Additional subcommittees will be 

named as needed. Chairmen of sub- 

committees were authorized to make 

additional appointments. 











REVIEWS of Current Business Publications 


THE GENERAL THEORY OF EMPLOY- 
MENT, INTEREST, AND MONEY. By 
John Maynard Keynes. Harcourt, Brace, 
and Company, New York City. 403 pages. 
$2. 

Unemployment, the author believes, can 
and must be solved. Fascism cancels the 
advantages of individualism—liberty, de- 
centralization of decision, and the incen- 
tive of self interest. Laissez-faire fails prin- 
cipally because its tacit assumptions are 
seldom or never satisfied in real life. The 
author therefore attempts a fresh analysis 
of and modifies some of his earlier views 
as to the factors governing employment, 
wages, savings, investment, and interest. 

Employment depends, the author believes, 
on the coefficients of (1) expenditures in 
producing the supply, (2) the proportion 
of the expenditures so receives spent for 
consumers’ goods, and (3) the relation of 
the balance saved to the inducement to 
produce new capital goods. More directly 
it depends on two factors (1) current ex- 
pectation of future demand for consumers 
goods directly or indirectly, and (2) the 
hangover from past variations between ex- 
pected demand and actual demand. 

Savings of individuals must not be con- 
fused with the savings of society. If the 
additions to savings by some are not 
matched by subtractions therefrom by others 
or spent for the production of capital assets, 
the net result is unemployment, a social 
waste and not an economy. 

Below the subsistence level, the income 
stream flows on from buyer to seller over 
and over again. As income rises or fear 
increases a greater and greater proportion 
of the marginal income is saved on each 
turnover. Thus the effect of any change in 
national spending tends to peter out into 
savings after a few turnovers. The pro- 
portion thus diverted depends on (1) in- 
come per person and the way it is divided 
between rich and poor, and (2) the psy- 
chology of the day. 

If the current increment to savings is 
matched by the net expenditure for the 
production of capital assets (i.e., the excess 
of expenditures for durable assets over 
depreciation or a net increase of inven- 
tories) employment will be in equilibrium. 
This may be at any level either at or below 
full employment. If savings are the higher, 
employment must decline, whereas if in- 
vestment is the higher, employment will in- 
crease. The wealthier the community the 
higher the savings and the smaller the op- 
portunities for further investment unless the 
interest rate is lower. 

The saver is as well satisfied by the 
transfer of an existing asset as by the pro- 
duction of a new one. He seeks not assets 
as such but rather a future yield. Expen- 
ditures for capital assets are conditioned 
(at least in the short run) not by savings 
but by the marginal utility of capital as- 
sets as compared with the interest rate. In- 
creasing savings reduce the demand for the 
ultimate product and thus reduce demand 
for the capital equipment to a greater ex- 
tent than they supply the means for its pur- 
chase. The effect therefore may be merely 
to bid up the price of capital already in 
existence (e.g., 1929 stock market). 


While wages cannot exceed the marginal 
utility of labor they also create the demand 
which produces such utility. A reduction 
of money wages reduces costs and permits 
a reduction of prices, but it also reduces 
aggregate purchasing power to an equal 
or greater extent. Spending is reduced 
not only by. the reduction of current in- 
come but also by the shrinkage in value of 
past accumulations (capital). As all wages 
and prices cannot be reduced together, un- 
balance is promoted. Also the burden of 
debt is relatively increased. Successive re- 
ductions are more likely to make buyers 
wait for further reductions than to promote 
recovery. The latter comes only when 
buyers expect future changes to be upward. 

The only validity to the price reduction 
theory is that it helps to make money easier, 
a condition necessary to but not a cause 
of recovery. The same purpose can be 
achieved better by reducing the interest rate. 
In fact, if labor voluntarily varied wages 
inversely to employment we would merely 
substitute management of monetary policy 
by labor unions for management by the 
banking system. At the best, wage reduc- 
tions could be no more effective than open 
market operations and at the worst they 
prolong the depression. The author believes 
that greater flexibility of money wages 
would make for more violent price fluc- 
tuations and that trying to fix real wages 
would curtail employment. He proposes a 
stabilized money wage limiting price reduc- 
tions (with flexible sterling exchange) as 
most likely to promote stability. 

Effective demand will not change in full 
proportion to the quantity of money. It 
will be affected by savings on each turn- 
over, the liquidity preferences, and the mar- 
ginal efficiency of capital. The principal 
effect will be through the interest rate. 
From the time the first bottle neck of pro- 
duction is reached until full employment 
is attained an increasing proportion of the 
money supply will be expended for higher 
prices. Thereafter (the point where infla- 
tion really begins) all increases will go to 
bid up prices and wages. 

Interest should be conceived not as an 
inducement to savings (deferred consump- 
tion) but rather as a premium for parting 
with liquidity. A high interest rate tends 
to reduce employment and therefore the 
ability to save. Thus its effect in reducing 
savings is greater than its incentive for 
their increase. A low interest rate, on the 
other hand, stimulates investment and 
thereby increases employment and the abil- 
ity to save. The optimum rate would be 
one which maintained full employment and 
a balance between saving and capital pro- 
duction. Increasing the interest rate to 
curb a boom cures by killing. 

Some will feel that the author over- 
stresses the power of control through the 
interest rate. 

This book is technical and mathematical, 
but will be intensely interesting to anybody 
who tries to keep abreast of economic 
thought. 

Reviewed by E. STEWART FREEMAN, 
Dennison Manufacturing Co. 


BOOKKEEPERS’ HANDY GUIDE. Ron- 
ald Press Company, New York. 565 pages. 
$3. 

The sub-title calls this “A Practical Desk 
Book for Quick Reference,” a truly apt 
definition. Both the subject matter and its 
treatment are practical to the last degree 
and the book is a veritable compendium of 
useful information for the bookkeeper in 
the average concern, and particularly so for 
the man who is the entire clerical staff and 
who has no one with whom to confer over 
the problems that come up so often. 

The volume is conveniently indexed; 
there is a Table of Contents, a list of 
Forms and Tables, and an Alphabetical In- 
dex. There are many forms illustrated, all 
of which are those actually in use. An 
especially valuable feature is the clear and 
concise instructions for checking the accu- 
racy of one’s work. 

The book should be of interest also to 
the executive for the many phases of busi- 
ness methods and procedure that are ex- 
plained. 

Reviewed by F. C. WarKINs. 





| Analysis of Growth of 
| Controllers Institute 


oe picture of the prog- 
ress made by THE COoN- 
TROLLERS INSTITUTE OF AMER- 
Ica, and of the high esteem in 
which it is held, is presented in a 
| letter written recently to a pro- 
| spective member, which read, in 
part: | 


“This Institute is nearing its Fifth | 
Anniversary meeting, and I am tak- 
ing the liberty of writing you about 
your becoming a member at this | 
time, so that you may have a part in 
our observance of that anniversary. 

“The original group of thirty con- | 
trollers of the larger corporations of 
the country, who founded The Insti- 
tute, has expanded to six hundred— 
a most spectacular yet sound growth 
in a most difficult period, which in 
itself testifies to the need that ex- 
isted for such an organization. | 

“Strict eligibility rules, rigidly en- | 
forced, have produced an organiza- | 
tion that is really exclusive—an or- | 
ganization of exceptionlly high grade | 
| which compares most favorably with 
| other organizations with a technical 
or professional background. The In- | 
stitute is recognized as the mouth- | 
piece of controllership. It has been 
accorded recognition by governmen- 
tal bodies, and by business generally; | 
it has a fine record of accomplish- | 
ment, and is faced by a program of | 
undertakings which will have a defi- 
nite bearing on the work of every | 
controller.” 
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INSTITUTE ACTIVITIES-COMMUNICATIONS 


New Members Elected 


At a meeting of the Board of Directors JoHN Davies 
of THE CONTROLLERS INSTITUTE OF Woodward & Lothrop, Washington, 
AMERICA, held May 26, 1936, the appli- Bb. 
cants named below were elected to active J. M. GipBons 


membership in The Institute: Standard Cap & Seal Corporation, Chi- 





RUDOLPH BERNHARD cago. 
The Doehler Die Casting Company, To- J. H. GILBERT : 
ledo. Kennecott Wire & Cable Company, Wa- 
WILLIAM C. BLACKHAM terbury, Connecticut. 
The Gruen Watch Company, Cincinnati. JoHN A. GREENE 
Davip K. BOUTON National Lock Washer Company, New- 
Refined Syrups, Incorporated, New York ark, New Jersey. 
City. EuGENE C. HOELZLE 
W. W. BRADSHAW Packard Motor Car Company, Detroit. 
Parker Rust Proof Company, Detroit. RoBERT S. HOTCHKISS 
CuiFFoRD H. BROAD Parke, Davis & Company, Detroit. 
Square D Company, Detroit. Harry F. Jopp 
Dictaphone Corporation, Bridgeport, Con- 
necticut. 
CALENDAR OF MEETINGS Louts KLEIN | 
| American Safety Razor Corporation, 
May 13: Cleveland. Regular monthly Brooklyn. 
meeting. Discussion of subjects of }. FE Lee 
interest to the Control. Rimes . 
May 21: Los Angeles. Regular monthly The Pepsodent Company, Chicago. 
meeting. Technical discussion. Ad- Morton K. MAYNARD 
dress by President Rodney S. Dur- General Cable Corporation, White Plains, 
New York. 


kee. 

May 21: New York City. Regular 
monthly meeting. Speaker, Mr. 
Henry B. Fernald. Subject, ‘“Reve- 


JOHN V. MONTAGUE 
Scovill Manufacturing Company, Water- 


nue Act of 1936.” bury, Connecticut. 

May 22: New England. Annual meet- Everett D. Myers 
ing and election of officers and di- Food Machinery Corporation, San Jose, 
rectors. California. 


May 25: Philadelphia. Regular monthly 


meeting. Round table discussion of Lewis D. PARMELEE 


“How the Controller Can Increase Atlantic Gulf & West Indies Steamship 
His Usefulness to the Management Lines, New York City. 
of His Company.” Annual election. JoHN G. ScHoRK 

May 25: Pittsburgh. Regular monthly N. Holmes & Company, Inc., New York 
meeting. Round table discussion of City. 


Pennsylvania taxes. 
May 26: St. Louis. Regular monthly 


WILLIAM W. STANLEY 


meeting. Speaker, Mr. D. D. Standard Brands Incorporated, New York 
Thomas. Subject, “The Controller | City. 
in the Brewing Industry.” WILLIAM T. VoIcT 

May 27: Detroit. Meeting to. complete W. F. Hall Printing Company, Chicago. 


organization of Control and to elect 
officers. Round table discussion of 


ROSWELL C. WILLIAMS, JR. 
| . . 
| technical subjects. 


R. C. Williams & Company, Inc., New 
York City. 











FLOYD H. ROWLAND & CO. 
Management Consultants 
36 W. 44TH STREET - NEW YORK CITY 
CHARTS—“‘How To Budget Your Business for Profit’’ 


or 
‘‘Controlled Planning for Sales and Profit’’ sent on request. 











Four Controllers 
Promoted 


Four controllers of prominent 


companies, members of THE CON- 
TROLLERS INSTITUTE OF AMER- 
ICA, have recently been elected presi- 


| dents, and in one case a vice-president, 


of their respective companies. 

Mr. C. E. Green, formerly con- 
troller of the American Can Com- 
pany, was elected president to suc- 
ceed Mr. H. W. Phelps, who becomes 
chairman of the board. 

Mr. James L. McIntosh, of the 
Dictaphone Corporation, has been 
elected president of that company 
and of the Dictaphone Sales Corpo- 
ration, a subsidiary, effective June 1. 

Mr. F. J. Koegler, of the Doeh- 
ler Die Casting Company, of Toledo, 
was elected president of that com- 
pany May 18. 

Mr. Ralph T. Reed, who was vice- 


| president and controller of the Amer- 


ican Express Company, has been 
elected executive vice-president. Mr. 
Paul R. Ross has been appointed 
controller of that company. 
An announcement made by the 
Dictaphone Corporation read: 
“The Board of Directors of Dic- 


| taphone Corporation announces the 


election of Mr. James L. McIntosh 
as president of the Corporation, to 
succeed L. C. Stowell who has re- 
signed to become executive vice- 
president of Underwood Elliott 


| Fisher Company. Mr. McIntosh will 


assume his new duties June 1. 

“Mr. McIntosh advances to the 
presidency of Dictaphone Corpora- 
tion well qualified for his new re- 
sponsibilities, having been intimately 
associated with all the activities of 
the company for the past thirteen 
years. Joining the organization in 
1923 as assistant treasurer, he was 
promoted the following year to the 
position of treasurer. In 1927 the 
additional office of secretary was 
given him. 


“As Secretary-Treasurer Mr. Mc- | 
Intosh has taken a very active part 


in all phases of the business. Since 
1923 he has made his headquarters 
at Bridgeport at the Dictaphone fac- 


| tory, where he has acquired a very 
| thorough knowledge of the essen- 





| organization. 


tials of factory management. Mr. 
McIntosh has contributed materially 
in the organization and development 


of the important International Divi- | 
| sion of the Dictaphone Corporation. 
| This wide experience will prove in- 
| valuable to him as well as to the 
| other executives who head the vari- | 
| ous departments of the business.” 


The status in THE CONTROL- 
LERS INSTITUTE OF AMERICA 


of the controllers thus promoted is | 


not affected by the promotions. They 
continue as active members of The 
Institute, under the by-laws of the 











INSTITUTE ACTIVITIES-COMMUNICATIONS 


MEETINGS OF CONTROLS 


Los Angeles 

At the organization meeting of the Los 
Angeles Control on April 9 the members 
agreed that regular meetings of the Con- 
trol for the present be confined to in- 
formal discussions and that they be open 
only to members. Guests may be invited 
to attend special social meetings, it was 
agreed. 

It was voted to invite members of the 
San Francisco Control to attend the June 
meeting. 

President W. H. Wiese appointed as a 
Committee on Auditing Messrs. G. H. 
Forster and Wesley Cunningham; as a 
Committee on Admissions, Messrs. C. A. 
Warne and E. N. Puetz. 

President Wiese agreed to act as a 
committee of one to cooperate with the 
California Unemployment Reserves Com- 
mission regarding questions which may 
arise in connection with the administra- 
tion of the Act. The members expressed 
as their opinion that the Commission 
should defer until January 1, 1937, initial 
payment of taxes on payroll. 

A meeting of the Control was held May 
21 


New England 

The New England Control held its An- 
nual Meeting and election May 22, at the 
University Club in Boston. The out- 
going officers and committees made their 
final reports for the year. The meeting 

was preceded by a meeting of the Board 
of Directors. 


Philadelphia 


Directors of the Philadelphia Control 
met May 22, and the Control itself held 
its final meeting of the season May 25, 
at which reports of officers and commit- 
tees were presented, and officers and di- 
rectors were elected for the coming year. 

The subject “How the Controller Can 
Increase His Usefulness to the Manage- 
ment of His Company” was discussed by 
every one present at the meeting May 25. 
This is the same subject with which the 
season of the Philadelphia Control was 
opened in October, 1935. That meeting 
proved to be so interesting that it was 
decided to repeat it. The discussion at 
the May meeting was animated and many 
interesting suggestions were made and 
points brought out. Mr. V. L. Elliott was 
the discussion leader and was in charge 
of the meeting. 


Pittshurgh 

The Pittsburgh Control held its monthly 
meeting May 26, at which nominations for 
officers and directors for the coming fiscal 
year were presented. 

The Committee on Nominations was 
composed of Mr. John M. Auty, chair- 
man, Mr. Windsor H. Cheffey, and Mr. 
Richard H. Browne. 

A golf match was played in the after- 
noon on the course of the Edgewood Coun- 
try Club. This was followed by dinner, 
and the evening was devoted to the regular 
meeting. It was devoted to a discussion 
of the following subjects: 


(1) Expediting monthly closings. 

(2) Discussion of the proposal con- 
tained in House Bill No. 41 to amend the 
Pennsylvania Corporate Net Income Tax 
Act so that the right to file consolidated re- 
ports shall be limited to corporations filing 
consolidated Federal Income tax reports, 
and then only provided all of the corpora- 
tions included in such Federal consolida- 
tion are subject to the Pennsylvania Act. 


St. Louis 

Mr. D. D. Thomas, of the A. B. C. 
Brewing Corporation, addressed a meeting 
of the Control May 26 on “The Controller 
in the Brewing Industry.” The meeting 
was preceded by a tour of inspection of the 
A. B. C. Brewing Corporation’s plant at 
six o'clock in the evening. Dinner fol- 
lowed at the Missouri Athletic Association 
at seven o'clock. It was announced that 
this was the last regularly scheduled meet- 
ing of the season. 


Cleveland 

The Cleveland Control met May 13. A 
report was presented by the Nominating 
Committee, which was charged with the 
responsibility of nominating candidates for 
officers and directors for the coming fiscal 
year. The Nominating Committee was com- 
posed of Mr. John K. Thompson, Mr. L. H 
deForest, and Mr. C. C. McConkie. 


New York 

Mr. Henry B. Fernald, C. P. A., addressed 
a meeting of the Control May 21. Mr. 
H. F. Elberfeld, vice-president of the Con- 
trol, presided. A report was made by 
Mr. R. H. Johnson, for the Committee on 
Nominations. The election of officers and 
directors is to take place in June. The 
paper presented by Mr. Fernald is printed 
in this issue of THE CONTROLLER. 


Detroit 

Organization of the Detroit Control, 
for which a charter was issued recently by 
The Institute’s Board of Directors, was 
completed at a meeting held May 27, at 
the Wardell Apartments. Mr. F. C. Wat- 
kins, a member of the Executive Commit- 
tee of The Institute, attended. An informal 
discussion of one or two technical sub- 
jects followed the business session, during 
which the Committee on Nominations pre- 


REPORT ON UNIFORM 
SYSTEM OF ACCOUNTS 


The Institute’s Committee on Public 
Utility Act of 1935 completed a compre- 
hensive series of comments, criticisms and 
suggestions with respect to a uniform sys- 
tem of accounts proposed by the Federal 
Power Commission for use by companies 
under its jurisdiction. The comments were 
printed and submitted to the Commission 
early in April. 


ADDITIONAL APPOINT- 
MENT TO COMMITTEE 


Mr. Ernest H. West, of the Union Car- 
bide Company, has been appointed a mem- 
ber of the Committee on Professional 
Standing, of which Mr. B. G. Smith is 
chairman. Appointment to the committee 
was tendered to Mr. West several weeks 
ago, but illness prevented him from accept- 
ing it immediately. 





sented its report. The next meeting is to 
be held June 16. It will be attended by 
President Rodney S. Durkee. 


Cincinnati 
The newly organized Cincinnati Control 
is to meet June 12. President Rodney S. 
Durkee will attend, and the program will 
include discussion of a technical subject. 


San Francisco 

The program for the meeting April 16 
was as follows: 

Mr. C. E. Schink, Treasurer of the Cali- 
fornia & Hawaiian Sugar Refinery Corpo- 
ration. Topic: “When a customer has pur- 
chased merchandise upon which the manu- 
facturer has paid an illegal processing tax, 
what are his rights to recovery of such tax 
from the manufacturer ?”’ 

Mr. P. A. Hoyt, Controller of the Oliver 
United Filters, Inc. Topic: “Explanation 
of Securities and Exchange Commission 
Form 10-K for corporations listed on a 
registered stock exchange.” 

Mr. Murray Mathews, Controller of the 
Del Monte Properties Company. Topic: 
“Discussion of the proposed Single Tax 
Constitutional Amendment to be voted on 
by the people of the State of California at 
the November election.” 





Telephone 
John 4-1493 





The Inventories Computing 
Company, Inc. 


Established 1909 
107 WILLIAMS STREET, NEW YORK 


Auditors of Inventories 
Specialists in Computing 




















THE COMPASS ALWAYS POINTS TO 
HAPPY, CAREFREE DAYS 


BEACH DRESS 





DECK SPORTS STEAMER CHA 


CONGENIAL PEOPLE REFRESH MENTS 





Meals GLAMOROUS NIGHTS 800 Rooms 
with baths, showers, 


Breakfasts from 30c 
2 radios 
Luncheon from 65c 


nme tomeies — QN THE NAUTICAL SUN DECK os. 2" 


Supper from 75c oe aha 
ot " double, twin beds 4. 
Never a Cover Charge SKY TOP ible, twin bec 


Suites from 5.00 


HOTEL MONTCLAIR inne 


TWO ORCHESTRAS 
Dancing from Cock- 


“shipshape’’ manner 


Lexington Avenue at 49th Street don dee asa 
NEW YORK CITY minded. 


tail time to closing. 


“Monthly Meeting Place of the New York City Control” 
IN THE CENTER OF THE GRAND CENTRAL ZONE 














Fifth Annual Meeting 


Controllers Institute of America 
October 5 and 6, 1936 


WALDORF-ASTORIA HOTEL, NEW YORK CITY 





Observance of the Fifth Anniversary 
of the forming of The Controllers In- 
stitute of America will make this as- 


semblage one of special interest. 


MAKE PLANS TO ATTEND THESE INTERESTING SESSIONS 














Centralized ‘“‘Comptometer” battery, show- 
ing twenty operators in the Accounting 


Department of a large paper manufacturer. 


MEN engaged in cost, payroll, statistical and other 
accounting work enjoy the advantages of “Compt- 
ometer” speed, accuracy, flexibility and ease of 


operation. 


“For several very definite reasons, the men in 
our accounting offices are using ‘Comptometers’ ex- 
clusively for all calculating work,” states the auditor 
of a large mid-western paper manufacturer. 

“First, our men find ‘Comptometers’ easy to 
operate. When breaking in a new man on the ‘Compt- 
ometer,’ one of our seasoned operators spends about 
an hour explaining the fundamental opera- 
tions—and from then on the new man 
starts right in on the work assigned, acquir- 
ing speed with practice. Within a short time 
his production is up to standard. 


“Another important reason for our preference for 
‘Comptometers’ is that the Controlled-Key safe- 
guard blocks errors which otherwise would occur 
from partially depressed or fumbled key-strokes. 

“Our experience over a good many years has 
convinced us that the ‘Comptometer’ is the most 
economical machine available—repair expense is 
and it stands the 
gaff. Our branches also use ‘Comptometers.’” 


lower . . . production higher .. . 
We will be happy to place a trial machine on 
your specific figure work to determine the actual 
savings possible. No obligation. Phone the 
District Manager of the “Comptometer” 
office in your iocality, or write direct to 
Felt & Tarrant Mfg. Co., 1734 N. Paulina 

Street, Chicago, II. 


eg. U. S. Pat. Off 








